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NATIONAL HOUSING ACT AMENDMENT 


TUESDAY, FEBRUARY 17, 1953 


Howse or RepresENTATIVES, 
CoMMITTER ON BANKING AND CURRENCY, 
Washington, 

The committee met, pursuant to call, at 10 a. m., in the committee 
room of the House Committee on Banking and Currency, Hon. Jesse 
P. Walcott (chairman), presiding. 

The Cuairrman. The committee will come to order. 

We have met to consider House Joint Resolution 160, which has 
been offered for the purpose of amending section 2 (a) of the National 
Housing Act which deals with the F ILA, title I, home improvement, 
repair, and alteration insurance program. 


(H. J. Res. 160 is as follows:) 


[H. J. Res. 160, 88d Cong., 1st sess. ] 

JOINT RESOLUTION To amend section 2 (a) of the National Housing Act, as amended 

Resolved by the Senate and House of Representatives of the United States of 
America in Congress assembled, That the last sentence of section 2 (a) of the 
National Housing Act, as amended, is hereby amended to read as follows: “The 
aggregate amount of all loans, advances of eredit, and obligations purchased, 
exclusive of financing charges, with respect to which insurance may be hereto- 
fore or hereafter granted under this section and outstanding at any one time 
shall not exceed $1,750,000,000.” 

The Cuamman. We have with us this morning Mr. Raymond Foley, 
Administrator of the Housing and Home Finance Agency. 

Mr. Foley, we are very happy to have you here and also Mr. Walter 
Greene, Commissioner of the Federal Housing Administration. 

You may proceed in any manner you see fit. I understand you have 
a statement which you have prepared and if you would like to sum- 
marize the statement, it will be all right, but we will receive the pre- 
pared statement, and I understand that Mr. Greene will also testify. 

If that is the will of the committee, that is the way we will proceed. 


STATEMENT OF RAYMOND M. FOLEY, HOUSING AND HOME 
FINANCE ADMINISTRATOR 


Mr. Foiry. Thank you, Mr. Chairman. We have furnished to the 
members of the committee a rather lengthy statement on the history 
and detail of the operation of title I. I do not think it will be neces- 
sary to take your time with reading any such lengthy statement this 
morning. 

The Cratrman. We will be glad to receive the statement for the 
record. 
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(The statement referred to is as follows :) 


STATEMENT SupMirrep ny RaymMonp M. Forry, HousrNG anp HoME FINANCE 
ADMINISTRATOR 


While House Joint Resolution 160 related to a matter which requires rather 
prompt action, it is relatively uncomplicated and probably needs no extensive 
explanation for those who are generally familiar with the rather large body 
of housing legislation administered within the Housing and Hlome Finance 
Agency. However, | am mindful of the fact that there are several new members 
of the committee who have not yet had an opportunity to become familiar with 
this legislation and the activities being carried out under it. Accordingly, I 
have sought in this statement to explain the activities to which House Joint 
Resolution 160 relates in somewhat more detail than otherwise would be the 
case, 

The joint resolution deals with the insurance of lending institutions against 
losses which they may sustain on loans made to finance property repairs or 
improvements under title I of the National Housing Act, as amended. 

Prior to the enactment of title I in 1934, improvements to existing homes 
and other small buildings had, as a rule, proved difficult to finance, Mortgage 
financing, on the one hand, was too cumbersome as to procedure, time, and 
incidental charges to be used extensively for the relatively small sums involved. 
Personal installment credit, on the other hand, did not mect fully the credit 
needs in this field, to a large extent because the items involved in a moderniza- 
tion job, such as a new roof or a new bathroom, cannot be replevined. Manu- 
facturers of the products used were generally not in a position to provide the 
eredit involved, partly because the materials usually come from a number of 
different sources, and partly because, in property repair, improvement, or mod- 
ernization work, the cost of labor makes up a large part of the total cost of the 
job. The primary function of title I has been to provide a sound workable 
program for this phase of home-financing activity which would overcome these 
difficulties. 

Unlike the other FHA programs of insurance of home mortgage loans, the in- 
surance provided under title I is not related to individual loans as such, but to 
the aggregate of eligible loans made and reported for insurance by a lending 
institution holding an insurance contract with the FHA. The insurance covers 
the aggregate losses incurred up to 10 percent of the total amount of all eligible 
loans made by the lending institution under its insurance contract. For example, 
if a lending institution has made SL million total net amount of eligible property 
repair and improvement loans, all losses sustained in connection with any of 
those loans would be fully covered up to the point where the aggregate of the 
losses on the various individual loans reached $100 thousand. Thus, where the 
lending institution exercises reasonable credit judgment and makes a substantial 
volume of loans, the insurance coverage under title I is, for all practical pur- 
poses, 100 percent coverage against loss, 

It should be pointed out, however, that the insurance reserve which may thus 
be accumulated by any lender which continues to carry on an active title I 
business is controlled. From the reserve which may be accumulated, there is 
deducted the amount of the claims paid to such lender. On January 1 or July 1 
next following the expiration of a period of 30 months after the issuance of 
an insurance contract to a lending institution, the amount of insurance reserve 
to the credit of such lender is adjusted by carrying forward into the next 
semiannual period four-fifths of the unused reserves outstanding on each such 
date. The insurance reserve of each insured is adjusted in like manner on 
each subsequent semiannual period. 

Under the original 1934 act, the title T insurance program was limited to loans 
made prior to April 1, 1936. However, by a series of enactments, the program 
has been continued—the last enactment in April of 1950 fixing the present expira- 
tion date at June 30, 1955. Also, under the original 1934 act, no premium charge 
whatsoever was provided for. In 1939, however, the Congress provided for a 
premium charge and, since then, the operations under title I, like other FHA 
operations, have been self-sustaining. 


TYPES OF LENDERS 


The types of financial institutions which are eligible for insurance contracts 
under title I include banks, trust companies, personal finance companies, mortgage 
companies, building and loan associations, installment lending companies, and 
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other such financial institutions which the Commissioner finds to be qualified 
and approves as eligible for credit insurance. 

Financial institutions eligible to hold an insurance contract include members 
of the Federal Reserve System, members of the Federal Home Loan Bank System, 
institutions whose deposits are insured by the Federal Deposit Insurance Corpora- 
tion, and any Federal, State or municipal governmental agency that is or may 
hereafter be empowered to conduct an installment lending operation, Any other 
financial institution may qualify for an insurance contract if it possesses the 
following qualifications and meets the following conditions : 

1. It is a chartered institution or other permanent organization having suc- 
cession and sound capital funds properly proportioned to its liabilities and to 
the character and extent of its operations. 

2. It is subject to inspection and supervision by a governinental agency: or, 
if not subject to such inspection and supervision, it submits an independent 
detailed audit of its books made by an accountant satisfactory to the Comuis- 
sioner, and files with the Commissioner similar audits at least once in each 
enlendar vear. 

3. Its principal activity is lending funds, or investing in mortgages, consumer 
installment notes, or similar advances of credit, and it demonstrates its ability 
to pass on borrower's credit and to effect collections, 

4. It is permitted by statute to make loans in the maximum amounts and 
maturities as prescribed in title I of the National Housing Act. 
© It has lending quarters and facilities that are in keeping with the accepted 
facilities of financial institutions making consumer credit-type loans, 

Presently there are almost 5,000 lending institutions which hold insurance 
contracts under title IT and are actively participating in the title I program. 

The types of financial institutions participating in the title I program in 
recent years breaks down as follows : 


Percentage distribution 


Py pe 

1947 | 1949 | 1951 1452 

National bank 41.1 | 49.0 | 52.7 52.1 
State-chartered bank 23.5 | 31.9 | 31.8 $0. 5 
Finance company 34.4 | 13.3 G6 10.4 
Savings and loan association 5.2 5.5 6.4 
Other a H 6 


TYPES OF LOANS 


There are four principal classes of eligible loans covered by the title I 
program. 

1. Class 1 (a@).—Loans to finance the repair, alteration, or improvement upon, 
or in connection with, existing structures where the principal amount of the 
loan does not exceed $2,500 and the maturity dees not exceed 3 years and 82 days. 
For example, class 1 (a) loans include those made to finance the cost of insulat- 
ing an existing structure, putting on a new roof, installing a new bathroom, 
adding closets, repairing the floors, walls, or ceiling, or installing heating sys- 
tems (including stokers, oil burners, coal, gas, and electric furnaces), or 
plumbing and wiring, when a permanent part of the realty. 

2. Class 1 (b)—Loans to finance the alteration, repair, improvement, or con- 
version of an existing structure used, or to be used, as an apartment house or 
dwelling for 2 or more families where the principal amount of the loan does not 
exceed $10,000 and the maturity does not exceed 7 years and 32 days. For ex- 
ample, Class 1 (b) loans include those made to finance the cost of converting a 
single-family house into a 2-family house: improving a dwelling for 2 or more 
families by painting, or by installing a new heating system or a new plumbing 
system; or to alter a commercial building so as to provide living accommoda- 
tions for 2 or more families. 

8. Class 2 (a@).—Loans made to finance new construction for other than resi- 
dential or agricultural use where the principal amount does not exceed $3,000 
and the maturity does not exceed 7 years and 32 days. For example, class 2 (b) 
loans include those made to finance new structures to be erected on improved or 
unimproved property such as garages, service buildings, and small commerical 
buildings, but may not include the cost of trade equipment used in the operation 
of the business that will occupy the structure. 
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4. Class 2 (b).—Loans made to finance new, nonresidential farm construction 
where the principal amount does not exceed $3,000 and the maturity does not 
exceed 7 years and 32 days. For example, class 2 (b) loans include those made 
to finance the construction of barns, stables, storage bins, and similar types of 
farm buildings. 

Generally speaking, practically all of the title I loans are relatively small, 
short-term loans made to finance the repair or improvement of residential 
property. For example in 1952 about 95 percent of all title I loans related 
to residential property ; 60 percent of the loans were of less than $500, with the 
median loan at about $400 and the median maturity at about 3 years. The 
types of property financed and the type of improvements financed with title I 
loans in 1952 are shown in detail in the two charts which have been furnished 
to the members of your committee. 


FINANCING CHLARGES 


The maximum financing charges allowed in connection with the typical title I 
character loans are intended to cover all expenses that may be incurred by the 
lender in placing the transaction on its books. While for certain types of title I 
loans the maximum financing charge is at a lower discount, for the vast majority 
of title I loans the maximum financing charge may not exceed an amount 
equivalent to a $5 discount per $100 original face amount of a 1-year note, to 
be paid in equal monthly installments calculated from the date of the note. 
This gives a ratio of about 9.7 pereent of total charge paid by the borrower to 
the average amount of the outstanding debt during the period of the loan. 

The FHA insurance premium charge for the typical small character loan under 
title I is three-fourths of 1 percent per annum of the net proceeds of each loan 
reported for insurance. Unlike the other FHA programs of insurance of home 
mortgage loans, the tithe [ premium charge is not in addition the financing 
charge, but must be paid by the lending institution and may not be passed 
back to the borrower. This reduces the 9.7 percent rate to an effective rate to 
the lender of about 8 percent. 


DEALER RELATIONSIIIPS 


Lenders are required to select carefully the dealers from whom the purchase 
notes or with whom they cooperate in making loans directly to borrowers, and 
to maintain a constant review and supervision of the business generated by such 
dealers. The dealer’s background and previous record must be thoroughly in- 
vestigated by the lender through financial and trade channels, competitors, and 
credit-reporting agencies. If the dealer has been doing business with another 
lending institution, inquiry must be made as to the reason for changing his 
connection. Consideration must be given to the dealer's ability to perform work 
satisfactorily. 

In addition to obtaining complete information from the dealer, the lending 
institution is required to interview the dealer personally regarding his proposed 
title I operation; to obtain an independent agency report; to make a direct check 
by letter or telephone on financial and trade references; to establish (by check- 
ing precautionary measures lists and letters issued by the FHA) that the trade 
style, principal, and salesmen of the dealer applicant will, or will not, make it 
necessary to handle the paper originated on a restricted basis; to inspect the 
dealer's place of business ; and to review and evaluate all information developed 
by these steps and if the dealer is approved for the discounting of title I paper, 
clearly indicate, in writing, the date and by whom the dealer has been approved. 

The financial institution must maintain a separate record on each dealer. 
This record must contain the original investigation by the lender as well as its 
approval, and must also show the number of credit applications submitted by the 
dealer, the number approved and rejected, the number of claims and a summary 
of spot checks, service complaints, and items of special interest. 

Occasionally FHA will receive a report that a dealer has committed an irregu- 
lar or unethical act in connection with a title I transaction. Such advice usually 
comes in the form of complaints registered by homeowners which may be relayed 
through lending institutions or received direct by the FHA. All reports are 
investigated by FILA field personnel, or, in some instances, by the lending insti- 
tution involved, Any dealer whose operations are found to be contrary to the 
standards and requirements of the title I program is placed on notice that restrie- 
tive administrative action will be taken unless the deficiencies are corrected. 
If the dealer fails to cooperate, all insured lenders are notified that future 
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business originated by the particular dealer will be acceptable for insurance 
only if the lending institution takes certain precautionary steps such as verify- 
ing credit information, having the completion certificate signed in the presence 
of an employee of the institution and making an actual inspection of work 
performed on larger loans. Experience has shown that such action almost 
invariably has had the effect of protecting homeowners from any further abuses 
on the part of the dealer involved. 


LOAN DISBURSEMENTS 


In cases where the proceeds of a loan are to be disbursed to the dealer, or to 
the dealer and the borrower jointly (which is the case in about 65 percent of 
the loans), the lending institution must have a copy of the contract or sales 
agreement, signed by the borrower and the dealer, describing the type and 
extent of the improvements to be made and the material to be used. Also, 
before disbursement the lending institution must have in its possession a com- 
pletion certificate, signed by both the borrower and the deoler, showing that the 
work or materials covered by the contract or sales agreement was completed 
or delivered, and the borrower's signed authorization for the lender to pay the 
proceeds of the loan, in the stated amount, to the dealer. The purpose of the 
foregoing disbursement procedure is to protect the borrower, the lending insti- 
tution, and the Government by making certain that all improvements contracted 
for are actually completed to the borrower's satisfaction and that other persons 
do not obtain the loan proceeds without the work being completed. 

Lending institutions are encouraged to adhere strictly to a policy of verifying 
periodically the transactions originated by each dealer through spot checks 
made by a telephone call or preferably by a personal call. The borrower is 
thus interviewed to determine whether the work stated on his credit application 
was completed satisfactorily and whether there was a clear understanding as 
to the cost of the job and the terms of financing. Where personal calls are made, 
the representative of the lending institution formulates an opinion as to the 
workmanship of the job and as to whether the cost of the improvement was in 
keeping with the value of the property. 


PAY MENT OF CLAIMS 


In the event of default by the borrower in repaying the loan, the insured 
lending institution files its claims for reimbursement with FHA for the net 
unpaid amount of the advance or the purchase price of the note (whichever is 
the lesser), uncollected earned interest, court costs and handling, and attor- 
ney’s fees. 

Payment of claims is made in cash. Upon such payment, the notes and other 
claims against the borrower become the property of FHA which then proceeds 
to take the necessary steps for collection, salvage, or other disposition. All 
moneys derived from the sale, collection, or disposition of any evidence of 
debt, property, or security assigned to FHA under title I with respect to insur- 
ance granted on and after July 1, 1939, is deposited, together with title I fees 
and premium charges, in a revolving fund set up in the Treasury of the United 
States from which fund is paid both FHA title I operating expenses and pay- 
ment of title I claims. 

TOTAL TITLE IL PROGRAM 


From the start of title I insurance operations in 1934 through November of 
1952, a total of about 14,500,000 loans, with a dollar amount of about $6,150,000,- 
OOO has Leen covered. 

A total of about 455,000 claims, with a dollar amount of about $133,000,000 has 
been paid. The ratio of claims paid to the amount of loans covered is about 
2.17 percent. 

However, recoveries by FHA through November of 1952 amounted to about 
$53.000,000 and estimated future recoveries to FHA in connection with claims 
paid are conservatively estimated at about $14,500,000. The total recoveries 
would therefore amount to about $67,300,000—approximately 50 percent of all 
claims paid. 

Accordingly, from the inception of the program in 1934 through November of 
last year, total unrecovered claims would amount to about $65,500,000. Thus, 
over this 18-year period, the total unrecovered claims amount to only 1.07 percent 
of the amount of loans covered under the title I program. 
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The experience from March 1, 1950, to December 31, 1952, covers a little over 
4 million loans with a dollar volume of slightly in excess of $2 billion. Claims 
totaling about 30,500 with a dollar volume of about $13 million were paid—a 
ratio of Claims paid to amount insured of only sixty-two one-hundredths of 1 
percent. If past experience continues and recoveries amount to about 50 percent 
of claims paid, the unrecovered claims would amount to perhaps thirty-five 
one-hundredths of 1 percent of the amount of loans covered. It is also interest- 
ing to note, in this connection, that the average number of loans per lender was 
S35, the average number of claims per lender was 9, and that of the 4,825 active 
lenders, about 67 percent filed no claims and about 9 percent filed only 1 claim. 

The title I program, like other FILA mortgage-insurance operations, is selfsus- 
taining. From July of 1939 through November of 1952, total income has 
amounted to about S9S million. Total disbursements, including salaries and 
expenses, losses and reserves for losses, amounted to about $71,500,000, leaving 
paid-in capital and surplus at about $26,500,000. 


NEED FOR $500 MILLION INCREASE IN AUTHORIZATION 


There has already been made available to the committee mimeographed mate- 
rials containing detailed information as to the need for a $500 million increase 
in the present title IT insurance authorization. Briefly, the facts are that the 
present authorization was exhausted early in September of last year, and that, 
since that time, operations under title T have been limited to loan reports which 
could be covered from authorization becoming available from time to time as a 
result of amortization and prepayments——which averages about S75 million per 
month. Currently there is a backlog of over 290,000 loan reports with a dollar 
volume of about $195 million. The $500 million increase in the title T insurance 
authorization which would be made by House Joint Resolution 160, with amorti- 
zation and prepayments on outstanding loans, should be sufficient to cover opera- 
tions from January 1, 1953, to June 30, 1954. 


RELATIONSHIP TO PROGRAM OF THE PRESIDENT 


Due to the shortness of time, LT have not yet received advice from the Bureau 
of the Budget as to the relationship of House Joint Resolution 160 to the pro- 
gram of the President. 

Mr. Fotey. The operation of title I is in the Federal Housing Ad- 
ministration and is a responsibility of the Commissioner, Mr. Greene, 
who is here. 

Very briefly, the joint resoiution before you would increase the 
title Floan insurance authorization of the Federal Housing Adminis- 
tration from 81,250,000 to $1,750,000, 

The authorization covers insurance by the Federal Housing Ad- 
ministration of loans which are generally for the modernization, im- 
provement, and repair of property, and not generally secured by 
mortgages, and in large part, relatively small loans. 

The resolution also would modify section 2 (a) of the National 
Housing Act to make it clear that the new dollar limitation covering 
the title I insurance authorization refers to the ageregate of loan 
amounts furnished to borrowers, exclusive of the financing charges. 
This would, of course, to some extent, increase the amount of author- 
ization which would become available if this resolution is passed. 

The situation has been that the authorization has been on a very 
restricted basis for some months, being operated on the basis of the 
reporting of loans, but they are not being accepted for insurance until 
there becomes available, through the rollover of the funds, sufficient 
insurance authorization to cover them. The backlog, as it stands now, 
is about $200 million, is it not, Mr. Greene ? 

Mr. Greene. That is right. 


NATIONAL HOUSING ACT AMENDMENT 7 


Mr. Fotry. And, I am in a position to advise the committee, Mr. 
Chairman, that the passage of this resolution would be in accord 
with the program of the President. 

Mr. Gamoir. Pardon me? Did T understand you to say it would 
be in accord with the program of the President ¢ 

Mr. Fotry. Yes, sir. Congressman Gamble understands that it 
has been a routine for me to make such statements before this com- 
mittee for several years. 

Mr. Certainly. 

Mr. Forry. But, perhaps, it is not quite routine to expect me to 
be able to make it at this time. Nevertheless, gentlemen, that is the 
advice we have received, with certain explanations, L might say. 

No. 1, that the first emphasis would be given in the application of 
this reserve to taking care of the backlog, and also as against the back- 
ground of there being made probably, and quite necessarily, general 
studies of the housing program into which the further consideration 
of title in the future might be to fit. 

Perhaps T should formatize this advice bw letter which could be m- 
corporated in the record at this point. 

(The letter referred to is as follows :) 

HovusinG anp HOME FINANCE AGENCY, 
Washington 25, D.C., February 17, 1953. 
Hon. Jesse P. 


Chairman, Committee on Banking and Currency, 
House of Representatives, Washington 25, D.C. 

DAR CONGRESSMAN Woxcorr: Supplementing my recent testimony on House 
Joint Resolution 160, IT desire to advise that I have been authorized by the Bureau 
of the Budget to indicate that the enactment of the joint resolution would be 
in accord with the program of the President. 

In so advising me, the Bureau of the Budget indicated that such advice should 
not, of course, be construed as an approval of the entire present housing pro- 
gram, or as indicating that further recommendations with respect to changes 
in subject matter covered by House Joint Resolution 160 (i. e., the FHA title I 
program) or in other housing programs, might not be forthcoming at a later date. 
Also, it Was further indicated to me by the Bureau of the Budget that it was 
their expectation that, if House Joint Resolution 160 were enacted, first atten- 
tion would be given to the present backlog. This, of course, we will do. 

Sincerely vours, 
Ray Monp M. Fotey, 
Administrator. 

With that very brief beginning, if you please, Mr. Chairman, I 
would like for Mr. Greene to make such statement as he has and then 
entertain your questions, 

The Cuamman. Mr. Greene, you intend to break this down and give 
us the detailed information with respect to the operation of it ¢ 

Mr. Forry. Mr. Greene can do so. 

The Ciatrman. We will let Mr. Greene make the statement about 
the details of it and then we will proceed with any questions. 


STATEMENT OF WALTER L. GREENE, FEDERAL HOUSING 
COMMISSIONER 


Mr. Greene. Mr. Chairman and members of the committee, I am 
grateful for this opportunity to appear before you to present my com- 
ments on House Joint Resolution 160. 

Resolution 160 proposes amending the National Housing Act to 
increase the Federal Housing Administration’s title I repair and 
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improvement loan insurance authorization from $1,250,000,000 to 
$1,750,000,000 of total loans outstanding at any one time. 

The amendment also clarifies the method of computing the insur- 
ance authorization on the basis of the total outstanding principal 
amount of the loans, exclusive of financing charges. The financin 
charges customarily take the form of a discount, the amount of whic 
is regulated by the Commissioner and is excluded from the insurance 
coverage. 

The Commissioner is authorized under title I to insure qualified 
lending institutions against loss on small loans to finance the altera- 
tion, repair, improvement, or conversion of existing structures and the 
erection of new nonresidential structures. 

Since the enactment of the National Housing Act in 1934, over 
14144 million property repair and improvement loans have been in- 
sured amounting to over $6 billion, These loans are generally un- 
secured, currently average about $600, generally have a maturity of 
3 years or less, and primarily are used to improve and repair residen- 
tial structures. 

Mr. Parman. Did you say that was for a term of 3 years? 

Mr. Greener. Three years, or less; that is the general term. 

In March of 1950 the Congress amended the act to permit the Com- 
missioner to continue insurance of property repair and improvement 
Joans until June 30, 1955, and provided that the total amount of loans 
outstanding could not exceed $114 billion. At that time this ceiling 
was considered ample to take care of the home-improvement needs 
of the country requiring this type of financing assistance. However, 
during this past year the volume of home repair and improvement 
work exceeded all earlier estimates. 

Consequently, the statutory limit of $114 billion loans outstanding 
in the hands of lending institutions was reached during September of 
this past year. Since that time the amount of loans that the Com- 
missioner has accepted for insurance has been restricted to the amount 
of amortization and prepayments of the loans previously insured. 

Today there is a alae of over 294,000 loan reports in a face 
amount of over $199,000,000 that are awaiting insurance registration. 

Should the insurance authorization not be increased, it will be nec- 
essary, as a practical matter, to discontinue insurance operations 
within the next few weeks. 

Such action, coming at the beginning of the spring season, would, 
in my opinion, be most harmful to the homeowners as well as to lend- 
ing institutions, building contractors, and suppliers of building 
materials and equipment. 

The increase of $500,000,000 in the title T loan insurance authoriza- 
tion is, in our opinion, sufficient to handle the property improvement 
loan program through the end of June 1954. Our estimate is predi- 
cated on computing the insurance authorization on the basis of net 
proceeds and on the assumption that the total dollar volume of home 
repair and improvement work for the next 18 months will continue 
at the level of the past 6 months. 

Although the insurance of home repair and improvement work 
was designed as a stimulant to employment in 1934, the program over 
the past 18 years has become a permanent part of our national effort 
to improve housing standards and conditions. 
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Conservation of the inventory of existing homes should be a con- 
tinuing program. 

Accelerated depreciation and obsolescence is in fact a wanton waste 
of our most important asset—the American home. ; 

The operation of the title I program has benefited homeowners in 
every community in the country. Likewise, it has provided employ- 
ment and new business to industry and finance. ; 

These advantages to the American public and industry are gained 
through an insurance operation which is entirely self-supporting. 
Since 1939 the FHA has been charging the lending institutions an 
insurance premium which has paid all of our operating expenses, all 
losses, and has provided a reserve for future claims against the fund. 

I recommend your favorable consideration of House Joint Resolu- 
tion 160, 

Thank you very much, gentlemen. I will be glad to answer any 
questions, and I have from our organization Mr. Arthur Frentz, As- 
sistant Commissioner in charge of this program, and the head of our 
Statistical Section and Research Division, who will be able to help 
to answer any question that you may be interested in. 

The Cramman. Thank you, Mr. Greene. 

Mr. Hiestanp. How much reserve did you say there was ¢ 

Mr. Greene. The total amount of present reserve 4 Mr. Thompson, 
will you give me that figure. 

Mr. Hirsrann. Just roughly. 

Mr. ‘THompsox. T understand at the present time the liability is 
approximately S227 million. 

Mr. Under title I. 

Mr. Thompson, That is the liability. The amount in the surplus 
fund is $18,128,000, 

The CrarrMan, 815,128,000, 

Mr. Trompson. Yes, sir, $18,128,000, 

The CaarrmMan. T understand the New York delegation has a meet- 
ing at 11 o'clock, so T will recognize Mr. Kilburn, of New York, and 
other members from that State. 

Mr. Kinnurn. On page 12 of Mr. Foley’s statement, he says “leav- 
ing paid-in capital and surplus at about $26,500,000,” 

Mr. Greene. The figure given you by Mr. Thompson is the “earned 
surplus” and did not include the Government investment in that fund 
of 88.333.000., 

Mr. Kinpurn. What I would like to get clear is that on page 12, 
it says that they have paid claims in the amount of $65,500,000—that 
is at the top of page 12 of Mr. Foley's statement—and then down here, 
he states the earnings have been $95 million and the expenses $71 
million, which leaves a capital surplus of $26,500,000, 

Am I to understand that is an earned surplus after they deducted 
their expenses from their earnings / ; 

If that is the case, then the loss to the taxpayers is the difference 
between $65,500,000 loss and $26,500,000 gain, for a net loss there of 
about $40 million: is that right / 

Mr. Foury. No, sir: because the $65,550,000 has been already paid 
out of earned income. 

Mr. Tuompson. I think our financial statement here, which was pre- 
pared as of December 31, would answer this question. Our income 
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from recoveries as of December 31 was $147,056,000 and the expenses 
and claims in connection with the operation, that is, the payment of 
the administrative expenses and payment of claims, was 3122,556,000, 
leaving a balance of income in reserve of $24,470,000. 

Mr. Kinpurn. I have that in front of me. From Mr. Foley's siate- 
ment, I would gather on this whole program from the start that the 
Government has lost about $40 million. 

Mr. Foury. No, sir; that would be a mistaken impression that my 
statement gives you. Actually, the claims that have been paid by us 
since the beginning of the collection of insurance premituns have been 
paid out of insurance premiums collected and other income, rather 
than out of the appropriation from the Congress. 

Mr. Kineurn. How much do you think the whole program has 
cost the Government since it started 

Mr. Greene, Mr. Congressman, the statement that the Comptroller 
just read you refers to the title T insurance fund, which ran from 1939. 

Mr. Tuomrson. From July 1939 to date. That covers the statement 
which I have just made. 

Mr. Greene. That was when we first began to charge an insurance 
premium. Prior to that time the claims were paid by the Treasury. 

Mr. Gambier. Paid by whom 

Mr. Greene. Out of the appropriated funds, but in 1939 the Con- 
gress permitted us to charge a premium for this insurance and a title 
1 insurance fund was set up. The figures Mr. Foley gave in his state- 
ment here refer to the title I insurance fund, and IT will be glad to file 
acopy of that statement, if you would like to have it, 

Mr. Kiipurn. The only thing Iam interested in—TI think the whole 
thing has worked very well, but Iam simply interested in whether or 
not the Federal Government has lost money to date on the whole thing, 
and if so, how much, 

Mr. Greene. They would, of course, lose money up until the time 
that we charged a premium, because all claims were paid out of ap- 
propriated funds. 

Mr. Kitpurn. Taking that into consideration, would the reserve to 
date overcome that / 

Mr. Greene. Let me ask Mr. Thompson. What was the total claims 
paid, less recoveries, before we started to charge the premium ¢ 

Mr. Tuompson. Before we started charging the premium? 

Mr. Kintsurn. I do not like to take up the time of the committee on 
that, but if you can give me those figures, I would like to have them. 

Mr. Greenr. We would be glad to establish that for you. 

(The information referred to above is as follows :) 
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Federal Housing Administration summary of operations, title I claims account and 
insurance fund from July 1, 1934, to Dee. 31, 1952 


Tithe leclaims Title I insur- 


account, July ance fund, ™ 
1, 1934, to July 1, 1939, to, _Potal, title I 
June 30, 1939 Dee. 31, 19522 
Insurance written: 
Number. 2,130, 514 12, 236, 773 14, 367, 287 
Amount $778, 800,621 $5,422, 228, 241 $6, 201, OSS, S62 
Claims paid 
Number 128, O12 S10, 242 438, 254 
Amount. __ $31, 488, 714 $102, 664, 581 $134, 153, 295 
Percent of insurance written 1.04 1.89 2.16 
Income and recoveries 
Insurance charges $107. 604, 406 $107, 604, 406 
Recoveries on claims $16, 629, 757 36, 739, 210 53, 368, 967 
Interest 2, 204, 719 2, 713, 301 4, 978, 020 
Total income and recoveries 18, 894, 476 147, 056, 917 165, 951, 393 
Expenses and claims 
salaries and expenses 6,613, S11 19, 672, 521 26, 286, 352 
Claims paid (see analysis below 31, 488, 714 102, 64, SSI 154, 153, 205 
Miscellaneous expenses (recording fees, credit 
reports, taxes, etc.) 249, 795 249, 795 
Total, expenses and claims 438, 102, 525 122, AS6, SOT 160, 68, 422 
Excess of income und recoveries over expenses und claims 
or excess of expenses and claims over income and recoy- 
eries (—) —19, 208, 049 24, 470, 020 5, 261, 971 


ANALYSIS OF CLAIMS PAID TO DATE AND ESTIMATED RECOVERIES ON CLAIMS IN 
PROCESS OF COLLECTION 


Claims paid to date $31, 488, 714 $102, 64, 581 

Recoveries 16, 620, 757 $6, 210 

Losses 15, 942, 482 17, 611, 768 
Total recoveries and losses 30, 572, 259 D4, 350, 978 $4, 923, 217 
Notes in process of collection 916,475 48, 513, 603 49, 250, O78 
Less: Estimated future losses 885, 137 33, 745, S30 34, 630, O67 
Estimated future recoveries on claims paid to date 31,338 14, 567, 773 14, 599, 111 


' Prior to July 1, 1939, there was no authorization in the National Housing Act for charging premiums on 
insurance granted under title I. Operations were financed by advances from the U. 8. Treasury and any 
recoveries of funds disbursed out of these advances are required by law to be, and have been, deposited in 
the general fund of the Treasury. 

2? Date on which FHA was authorized to collect insurance charges. 

3 Total amount advanced by the U.S. Treasury for the payment of salaries and expenses and claims. 

4 Includes $8,333,313.65 advanced by the U. 8, Treasury for the payment of claims. 


Mr. Parman. May [ask a question / 

The Cuaimman. Yes, Mr. Patman. 

Mr. Parman. I want to ask about this 3-year limit. Do you be- 
lieve that could safely be extended to, say, 6 years? 

Mr. Greene. Congressman, the 3-year limit was established some 
time ago. 

Mr. Parman. I know it was; it was at the beginning of the pro- 
gram, was it not ¢ 

Mr. Greene. That is right; in the early years. The average loan 
was running considerably under the 3 years and the average loan has 
now increased to about 35 months, and by reason of that, Tam inclined 
to think that the term could be increased. We have made no rec- 
ommendation on that at this time. 
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Mr. Parman. Would you object to, or would you oppose an amend- 
ment that would increase it to 6 years ? 

Mr. Greene. I think that would require some study, Congressman. 
Six years seems to be a little longer than is necessary. 

Mr. Parman. What about 5 years? 

Mr. Greene. I think that 5 years would probably be in order, yes, 
sir. We must remember that these are largely unsecured obligations. 

Mr. Brown. If the loan is not paid within 3 years, do you refinance 
the loan ? 

Mr. Greene. Well, generally, if the loan is unpaid, there is a claim 
made against the Administration and we pay the claim and take up 
the note and then we make collection on the note. 

Mr. Parwan. But since they are insured, if you extended it to 5 
years, will they not keep paying the insurance premium during that 
time just the same as they would at the end of 3 years? 

Mr. Greene. That is right. 

Mr. Parman. Do you not think that insurance premium would be 
sufficient to take care of any loss that might be incurred ¢ 

Mr. Greene. Yes, I do, Congressman: I think it would be sufficient. 

Mr. Rains. I would like to ask a question. 

The CHamman. Mr, Rains. 

Mr. Rains. I note the interest rate in the long run on these loans 
averages up toabout 8 percent: is that correct / 

Mr. Greener. Well, as I said, there is a discount of $5 per hundred 
per vear. That totals about 9.7 percent simple interest. However, 
the lending institution must pay the premium. 

Mr. Ruins. The lending institutions do pay the premiums and that 
pulls it down to an average of around 8 percent 4 

Mr. Greener. About 8 percent. 

Mr. Rains. Now, of course, a great many of these homes that are 
repaired do not have either FHA or VA financing mortgages on them, 
but what would be wrong with a situation where you have an FHA 
loan or a VA loan, if after that home has gone along some 10 or 13 
vears—and it would likely be that long before it would need much 
repair—would there not be enough equity left for that mortgage to be 
refinanced instead of using this particular approach you have here 
of the 5-percent loan and let those who have FHA and VA mortgages, 
let him have a new mortgage or refinancing, so to speak? Could not 
that be worked out at a savings in the financing and interest charges? 

Mr. Greene. Yes, it could, Congressman. It would differ with 
different properties, of course, depending upon their value and reten- 
tion of value, and in some instances it would be cheaper to refinance 
the property under title IT or under a conventional loan. In other 
instances, it would probably be cheaper to pay the higher interest for 
the title T loan, because of the expense of refinancing. 

Mr. Rarys. You now have the authority to refinance an FHA or 
VA loan where there is need for heavy repairs on a building / 

Mr. Greene. Yes, sir, we can refinance them. 

Mr. Rains. Under what title? Is it title IT? 

Mr. Greene. We can refinance the property and include repairs 
with it under title IT. 

Mr. Rains. That is all, Mr. Chairman. 

Mr. Wipnati. The only criticism IT have heard directed at this 
program has been the fact that on a number of occasions, through 
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failure of inspection, the loan has been made, but the work was not 
done. Now, there has been a number of occasions like that, has there 
not ¢ 

Mr. Greener. There have been occasions of that nature, but they are 
small in percentage to the total number of loans. Tam going to ask 
Mr. Arthur Frentz, who directs this program to explain to you the 
method we use to keep that at a minimum. 

Mr. Frentz, would you explain our dealer operation / 

Mr. Frenrz. There are two types of loans that we insure in title I. 

No. 1, the direct loan made by the bank direct to the customer 
walking into the bank. 

The other type of loan is a so-called dealer originated obligation 
where the dealer of the materials will sell a job to a homeowner and 
obtain the credit application, obtain the note, and obtain the comple- 
tion certificate and other necessary documents required. Then the 
dealer brings that transaction into the banker and he discounts it 
with the banker. That is similar to a dealer operation involving auto- 
mobiles, televisions, radios, and appliances. 

Now, in that dealer operation Mr. Banker will spot check with the 
borrower as to his work, as to the use of the proceeds, as to the com- 
pletion of the job and so on. Mind you. Mr. Banker has in front of 
fin a completion certificate, signed by the borrower, certifying that 
the job has been completed. He also has a similar completion certifi- 
cate, signed by the dealer, certifying that the dealer has completed 
his end of the contract. They do not check every job with jobs averag- 
ing from $100 to $500 and up to $1,000. If they get a bigger loan, 
they spot check that and check more carefully, but on the smaller jobs 
there is a general procedure of spot-checking a few. 

Occasionally, a dealer or a salesman for a dealer, will conspire 
with the homeowner, perhaps in some instances, to evade the require- 
ments of the regulations—evade the spirit of the program. 

As Mr. Greene indicated, those instances are quite seldom, but when 
they do occur, and we hear about them, we then immediately take 
precautionary measures insofar as that particular salesman or dealer 
Is concerned, 

Mr. Wipnati. Would it not be wise to require that a check be made 
on these loans? 

Mr. Frenrz. It would be fine if we could. 

Mr. Wipnati. A check be made of them upon completion ¢ 

Mr. Frenrz. Title I business is a volume operation. Last vear the 
banks of the country, mortgage associations, and other lending insti- 
tutions, originated about 114 million loans. Most of these loans are 
right here in the locality of the lender. Other loans are made by the 
dealer who may go 10 or 15 miles out in the country to install a 
job. It may be a roofing job or heating job and so on. So, that 
means. Mr. Banker, in some instances in some localities—take your 
areas of the Far West—you may have to go 200 miles to finance 
a job, while here in the East it is a few miles. 

Mr. Rarns. I notice, if I may interrupt, with reference to how im- 
ossible it would be to really adequately check every one of these 
oans, for instance in the State of Alabama—and I have an idea in 

New Jersey there were 5 or 6 times as many—there were 190,849 loans 
in 1951. 
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It would be an impossibility to check every one of those loans; is 
that what you tell us? 

Mr. Frenrz. It would be a difficult job to check every job. 

Mr. Rains. The point I was trying to make 

Mr. Frenvz. May I add that it would raise the cost of these loans 
to the banker and lender tremendously. 

Mr, Rains. The point I was making was this: That the Government 
is guaranteeing what amounts to an 8-percent interest charge on the 
part of the lender and in return for that there is very little time for 
the lending institution to assure that the property has been approved 
for thatamount. They only have the responsibility for spot checks, as 
I understand it. 

Mr. Frenrz. Well, we encourage them to do a job. Obviously, 
no lender I know of wants to make a bad loan, so that in some areas 
they do check every job under certain circumstances and certain types 
of work and certain types of dealers. There, again, we encourage the 
lender to know his dealer; know who he is doing business with and not 
do business with the fly-by-night kind, or anyone who is not respon- 
sible. As you know, in your own community, there are dealers who do 
a good job and do produce and the banker does not have to check on the 
work, On the other hand, there may be other types of dealers and 
the lenders are encouraged to check those dealers thoroughly. 

Mr. Wipnaui. Do you think it would be best to work out something 
that would further insure that the work was done properly by say- 
ing that the guaranty would not apply in those cases where it was 
shown that compliance had not been made or met under the loan. 

Mr. Oakman. Does not the borrower himself have to certify that 
the work is done satisfactorily ¢ 

Mr. Frentz. [was just going to make the point that the borrower 
signs two statements. 

First of all, he signs a credit application and in that application he 
certifies that he is going to use the money for a certain purpose—eli- 
gible purpose. Also, the borrower signs a second statement after the 
job is completed that the work has been completed and finished to his 
satisfaction. So the borrower has signed two statements. 

Mr. Brown. The Government has not lost any money since 1939 
in this program ¢ 

Mr. Frentz. That is right. 

Mr. Brown. This is a program where a lot of local people who other- 
Wise cannot get money, can secure money to repair their houses 4 

Mr. Frenrz. Yes, sir. 

Mr. Muvrer. Mr. Foley, 1 do not mind saying that Iam one of those 
who isa little disappointed to hear you say that this is in accord with 
the program of the President. 

You can probably recall as well as I can that 2 vears ago I sug- 
gested that we might wind up this insurance program because we 
might be really getting too close to socializing the capital of the 
country, and maybe it is time, as a result of our then 16 vears of ex- 
perience with these kinds of loans, that private enterprise ought to go 

it alone instead of taking Government guaranties. I am not finding 
fault with you for telling us that this is a part of the President's 
program. 
Mr. Thank you. 


NATIONAL HOUSING ACT AMENDMENT 15 


Mr. Mcvrer. You and your agency have done an excellent job all 
through the days you have been in charge and the men who have been 
with you have all done good work. I think there is very little criti- 
cism that can be properly aimed at your agency. 

To get down to some of the details here, on page 7 of your state- 
ment you point out, as has already been stated, that the lending insti- 
tution receives about 9.7 percent of the total charge for the loan, and 
the premium is three-fourths of 1 percent, and that would bring it 
down to 8.95 percent—almost 9 percent—which the lending institu- 
tion receives for handling the loan: is that correct / 

Mr, Greener. The bank pays a premium of three-fourths of 1 per- 
cent per year, This results in a yield of about 8 percent net to the 
lending institution. 

I would like to say in that connection that the 8 percent net to the 
lending institution is by comparison with conventional type of con- 
sumer credit a lower rate than is available without Government in- 
surance for small consumer credit loans. 

Mr. Muurer. It is a lower rate / 

Mr. Greene. Yes, sir. 

Mr. Murrer. But on practically all other consumer loans you do 
not have any real estate behind it. It is true that the real estate here 
is not being pledged, but it is a real-estate improvement, which is in- 
creasing the assets of the borrower to the extent of the improvement 
and gives him a better property with which to operate or in which 
to live. 

Mr. Greene. We think it improves the security. 

Mr. Muurer. At least, theoretically, you are improving the security 
by improving the real estate. 

Mr. Greene. Yes, sir. 

Mr. Muvrer. The next question is, if, as you point out, your loss in 
unrecovered claims amounts to 1.07 percent of the amount of the loans, 
why should we not increase that three-fourth of 1 percent per annum 
of the premium charge to cover that and make it 14 percent or 1.2 
percent so as to make sure we cover all of those losses 

Mr. Greene. As I recall, the National Housing Act provides for a 
maximum premium of 1 percent. 

Mr. Murer. My question is, Should we not increase that so as to 
make sure there will be no losses ¢ 

Mr. Greener. We have considered that before and we started out 
with three-fourths of 1 percent and at that time we had a feeling that 
we probably would have to go to the 1 percent to make it self-support- 
ing. We found, however, that the premium of three-fourths of 1 per- 
cent would make the operation self-supporting and I believe it is the 
current opinion of our Comptroller and our actuaries that it is build- 
ing up reserves adequately to meet almost any condition that we might 
anticipate. 

I doubt if it is necessary for us to increase the waaay rate. 

Mr. Fotry. Congressman Multer, I think, perhaps, if IT understood 


you correctly—and Mr. Greene will correct me if I am wrong—are 
you thinking of the 1.07 percent as an annual loss ? 
* That is the aggregate, is it not, Mr. Greene ¢ 

Mr. Greene. That is right. 

Mr. Foutry. Whereas, the three-fourths of 1 percent is an annual 
item. 
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Mr. Murer. You collect three-fourths of 1 percent each year that 
the loan runs? 

Mr. Greener. Yes, sir. 

Mr. Mutrer. And the other is the aggregate loss? 

Mr. Greener. Yes, sir. 

Mr. Mutter. Then, apparently, your actuaries are correct and we 
‘an continue safely with this same premium charge. 

Mr. Greene. It does so appear at the present time and we are con- 
stantly watching it, Congressman. If we see at any time that it looks 
like we might be running into danger, we have that other one-fourth 
of 1 percent which we could charge. 

Mr. Murer. This definitely is intended to be an insurance program 
and like all insurance programs, it should be actuarily safe. I think 
you men have that in mind. 

Now, with reference to your loans: Are any of these loans after they 
are placed and guaranteed then sold back to any Government agency, 
or are they retained by the lending institution until defaulted or paid ¢ 

Mr. Greene. They are retained by the lending institution. They 
may be sold to another lending institution, but the Government does 
not buy them back. 

Mr. Muvrer. Can you tell us what percentage of your unrecovered 
losses were due to frauds, rather than the inability to pay ? 

In other words, there have been many occasions where applications 
were filed for loans and certificates were filed showing the work was 
completed and on the basis of the representations made, the money 
was paid out and later you find that the property never existed or 
the improvements were never made and they were frauds on the Gov- 
ernment and on the lending institutions. Do vou have any way to 
check that? What are the figures on that / 

Mr. Greene. I do not know that we have that figure, but T imagine 
it is very small. 

Mr. Frenrz. The primary reasons for default are sickness, unem- 
ployment, marital troubles, deaths, and the usual causes for which the 
insurance is being granted. The actual cases of so-called fraud are 
a very minor portion of total losses, 

Mr. Mvtrer. In connection with many consumer loans—almost all 
of them today are being made by banks and other lending institu- 
tions—they usually place, at a nominal premium charge, insurance 
coverage against disability and death so that upon death or disability 
‘caused by accidents or illness, the loan is then paid by the insurance 
company. 

Do you have any program like that in connection with these loans / 

Mr. Frentz. We have this policy, namely, that our $5 rate, which 
we have had since we started in 1934, includes all expenses of handling. 
We do not permit a charge of any additional fees or items to the 
borrower. He must absorb it in his $5. 

If “Mr. Lender” wants to take out a life insurance policy or an 
accident insurance policy in connection with his borrower, he is 
privileged to do that, but he must absorb the cost of that out of the $5 
rate. We do not permit it to be an add-on. 

Mr. Rarns. Why would he want to do that if he has a guaranteed 
loan ? 

Mr. Frentz. It is more of a sales talk which he uses, perhaps, in 
dealing with his customer. 


NATIONAL HOUSING ACT AMENDMENT 17 


Mr. Muuter. It is something that is used to keep the borrower from 
going to another lending institution. It is something that would cause 
him to go to one institution as against another, if he knows he can 
get that kind of insurance from one and if something happens to 
him, his loan will be paid up. 

You set forth in Mr. Foley’s statement on page 5 a breakdown, 
percentagewise, a distribution of the loans between the different types 
of lending institutions. 

I wonder if it would be too much trouble for you to furnish to 
the committee a similar breakdown, percentagewise, of how the un- 
recovered claims breakdown, percentagewise, among these various 
institutions so as to give us an idea as to which of these institutions 
are making the better loans? 

Mr. Greene. We would be delighted to do that, Congressman. 
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Mr. Brown. Mr. Foley, 1 want to congratulate you on the splendid 
job which you have done over the years and I believe you have the 
confidence of every member of this committee. 

Mr. Fotey. Congressman, it is very nice to hear you say that, and 
I thank you. We have tried. 

Mr. Rains. How long have you been appearing before this com- 
mittee, Mr. Foley. How many years / 

Mr. Foury. In my various capacities, since July 1945: that is when 
I came to Washington. 

Mr. Rains. We came here together, then. 

Mr. Fotry. Yes, sir. 

Mr. Rains. I will take care of it after you have gone. 

Mr. Foury. I will reserve any comment for later. 

Mr. Tate. Mr. Foley, to what extent does the interest rate vary 
across the country ¢ 

Mr. Forry. Are vou speaking of the interest rates in general, or 
the interest rate in connection with this type of loan ¢ 

Mr. Tatir. This type of loan. 

Mr. Foury. It does not vary under this system. It is a uniform 
discount rate T think rather generally, except. perhaps, on the larger 
loans and the permitted rate is charged. But, if you are speaking of 
interest rates, or discount rates, applied to similar types of loans not 
under title I, 1 think the variance is pretty wide, Congressman. I do 
not know that I have those figures here, but T could provide you some- 
thing of a picture of it. 

Mr. Frenvz. The average lender will start around $6 without the 
insurance and will go as high $8. Oftentimes they will have a loaded 
chart where the loans in the smaller bracket have an additional fee. 

Mr. Tate. Will you, for the record, give an illustration of a typical 
loan with the different costs broken down / 

Mr. Fouey. I think, Congressman, you were thinking of geographi- 
‘al differences, were you not / 

Mr. That is right. 

Mr. Foury. They vary, geographically, around the country. I 
think we might make a quick check and give you some information 
along that line. 

Mr. Tauie. I thought it would be interesting to have the costs which 
make up the total charge to the borrower broken down. 

Mr. Fouey. I think we can give you—Mr. Frentz can give you 
something that will be illuminating along that line. 

Mr. Frenvz. Perhaps, what you are referring to may be the costs 
of the lenders themselves, and, of course, these costs will vary across 
the country, depending on local conditions. They incur a certain 
expense for acquisition, certain expenses for maintenance and the 
final liquidation and those costs will vary widely. 

Lenders, I do not believe, have projected the cost system on their 
consumer credit loans to the degree that, perhaps, they have on other 
types of loans, but we will endeavor to get some figures on that for you. 

Mr. Tauxe. To satisfy me, it will not be necessary to labor long. I 
would like to have a typical loan broken down into component cost 
items. Thank you. 


APPLICABLE CONSUMER CREDIT FINANCE RATES 


When applying to the Federal Housing Administration for a contract of insur- 
ance under title I of the National Housing Act, the applicant lending institution 
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executes an application that includes information relating to the extent of their 
participation in various Classes of consumer credit loans, 

An analysis of a number of these applications discloses the following as to the 
rates that are applicable locally : 


Area Automobile Appliance Personal Repair 
East: | 
Bank A | 6 percent discount 6 percent discount 6 percent discount. __ 6 pereent discount. 
Bank B do Do. 
Bank C |__...do do Do, 
South: | 
Bank A do do Do. 
Bank B do __do do Do. 
Bank C do __do Do. 
Midwest: | 
Bank A | 5-8 percent discount.) 7 percent discount... 5-7 percent simple___| 5 percent discount. 
Bank B | 6 percent discount 7 percent discount...| 7 percent discount. 
Cc do __.| 6 percent discount 6 percent discount 6 percent discount. 
rar West: | | 
Bank A ee : | 7 percent discount 7 percent discount 7 percent discount. 
Bank B do percent discount percent discount. percent discount. 
Bank C “ 5-6 percent discount | 6-7 percent discount. 5-7 percent discount_| 6-7 percent discount. 


Norte.—!In practically every instance the lending institution takes security of some nature. This may be 
in the form of chattel mortgages, conditional sales contracts, comakers or endorsers, dealer guaranties, or 
liens on real estate. 

The maximum maturity of automobile loans ranges from 18 to 30 months; appliance loans 15 to 24 months; 
personal loans 6 to 36 months; repair loans 18 to 36 months. 

Mr. Oakman. Do you find any of your lending institutions lending 
any money out at less than $5 per hundred ? 

Mr. Frentz. There are a few cases. 

Mr. Oakman. In case of a default, where you have to go in and pur- 
chase the loan, the assets, such as they are, belong then to you? 

Mr. Frenrz. Right. 

Mr. Oakman. You are acting in behalf of the Government 4 

Mr. Frenrz. Yes, sir. 

Mr. Oaxman. You reduce this to a judgment, do you? 

Mr. Frenrz. In some instances where we feel the borrower is a 
recalcitrant borrower, we will have the Department of Justice take 
judgment. 

Mr. Oaxman. You can follow through with your claim and make 
that a lien against the property, can you not 4 

Mr. Frenrz. Yes, sir; if it is worthwhile. 

Mr. Wipnaut. Do you have a form of completion that is used in 
these transactions 

Mr. Frenvz. Yes, sir: we do. 

Mr. Wipnaut. Would it not be possible for a home owner to cer- 
tify the completion of the job and not know whether or not the 
specifications had been complied with ¢ 

Mr. Frenrz. On a dealer transaction, the homeowner has a copy 
of the work contract he enters into with the dealer. So, in one hand 
he has the copy of the work contract and in the other hand he has his 
completion certificate, 

Mr. Wipnatt. What I had in mind, I had brought to my attention 
a number of complaints where the homeowner contracted to put a 
roof on and he has the roof, but it is not what was represented to him 
at the time he entered into the contract and arranged for the borrowing 
of the money. 

Now, he signed some sort of completion certificate, but still he did 
not get what he contracted for. 

I would like to know how we might better protect against the sub- 
stitution of materials or a change of specifications. 
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Mr. Frenvz. Perhaps, the only answer is to have somebody stand 
there throughout the period of the work to see that the proper mate- 
rials and the proper installation was being made. 

Mr. Forry. We have precautionary measures which are designed to 
prevent repetitions of that, Congressman. If you have a situation, 
as occasionally we have had, where what amounts to a fraud upon the 
customer takes place, then it is reported and an investigation is made, 
If that proves to be a practice of that contractor, then precautionary 
measures are taken which prevent his making use of this system in the 
future. 

Mr. Wipnat. I see. Will you place a copy of the present comple- 
tion form into the record? 

Mr. Foury. Yes, sir. 

(The form referred to is as follows :) 


FH-2 Form approved. 
Revised April 1950 Budget Bureau No. 63-R282.3. 


FHA TITLE I COMPLETION CERTIFICATE 


(WORK DONE OR MATERIALS DELIVERED) 


(Financial institution) (Address) 


In accordance with my (our) Credit Application dated , 
for a loan pursuant to the provisions of Title I of the National Housing Act: 


CHECK HERE IF LOAN IS TO PAY FOR COST OF MATERIALS AND INSTALLATION 
I (We) hereby certify that all articles and materials have been furnished and installed 
and the work satisfactorily completed on premises indicated in my (our) Credit 
Application. 

CHECK HERE IF LOAN COVERS ONLY THE PURCHASE OF MATERIALS 
I (We) hereby acknowledge receipt in satisfactory condition of the materials described 
in my (our) Credit Application and that no portion of the proceeds of my (our) loan 
will be used to pay the cost of installing the materials delivered. 


Dealer will present this Certificate to you for signature 

NOTICE TO AFTER the work or the materials have been satisfactorily 

BORROWER completed or delivered. DO NOT SIGN this Certificate until 
you are satisfied that the dealer has carried out his obligations 
to you. The selection of a dealer, the acceptance of materials 
used, and work performed is YOUR responsibility. Neither 
the FHA nor the financial institution guarantee the material 
or workmanship or inspect the work performed. 


SIGN HERE ®—- READ BEFORE SIGNING 


READ BEFORE SIGNING 


For the purpose of inducing the payment of proceeds of this loan and the insur- 
ance thereof by the FHA the undersigned certifies and warrants that the above 
work or materials constitute the entire consideration for which this loan is 
made, that a copy of the contract or sales agreement has been delivered to the 
borrower and the above financial institution, that this work was satisfactorily 
completed or materials delivered, that the above certificate was signed by the 
borrower after such completion or delivery, and that the signatures hereon and 
on the note are genuine. 


DEALER = 
SIGN HERE 


(Name of dealer) 
(Signature) 


WARNING.—Any person who knowingly makes a false statement or a misrepresentation in this 
certificate shall be subject to a fine of not more than $5,000 or to imprisonment for not more 
than 2 years, or both, under provisions of the United States Criminal Code. 
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Mr. Muvrer. Do you now require both the contractor and the owner 
of the property to certify to the lending institution—that the work 
has been completed 4 

Mr. Frenvrz. That is correct. 

Mr. Deane. T want to commend you, Mr. Foley, on this statement, 
by States, of the loans made under title I, and T was just thinking, do 
you allocate this insurance fund by States, or do you have any par- 
ticular program to see that each State is properly represented in the 
amount of insured funds available ¢ 

Mr. Foutry. No, there is no allocation system up to this time. There 
has apparently been no need for one, because the fund has kept revolv- 
ing ona basis which was adequate until last fall to take care of the 
business reported by the lending institutions. I doubt that an allo- 
cation system would be very practical, Congressman. 

Mr. Deane. You are, perhaps, right there. 

I notice in some of the counties in my own State, comparable in size, 
there are only a few applications and a number in other counties. 
My question, Is pressure coming from certain particular sections of 
the country, more so than others / 

Mr. Foury. The record would indicate, of course, that there is 
greater activity in some areas than in others, but this is one of those 
programs, again, that depends upon private initiative, or the Gov- 
ernment would not be called upon to insure any loans. It is a case 
of whether the people engaged in modernizations want the loan and 
the lending institutions themselves have given greater encouragement 
to it in one area than in another, 

Mr. Deane. Mr. Chairman, if it is in order, I would like to include 
asa part of the record this statement, which T assume is up to date, 
of the State distribution of the property improvement loans, as a part 
of the record. 

The Cuairman, Is it just one sheet ? 

Mr. Rains. That is every State, is it not? 

Mr. Dranr. Yes. 

The Cuarrman. Without objection, it will be included. 
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Slate distribution of property improvement loans insured bu FHA during 1952 * 


Active lending insti- 
tutions by location Loans insured by location of property 
of head office 


State 
Number Net proceeds | Average 

Alabama 7 20 488 
Arizona 12 42 500 
Arkansas 44 2 | 04 
California 159 599 
Colorado 3 1 537 
Connecticut 72 16 628 
Delaware 2 3 674 
District of Columbia 21 30 545 
Florida 108 2 625 
Georgia 66 22 533 
Idaho 43 638 
Illinois 317 4 627 
Indiana 166 40 
Iowa 129 2 569 
Kansas 102 |_. 534 
Kentucky. 55 24 542 
Louisiana 69 39 SSS 
Maine___- us 44 2, 803, 366 485 
Maryland 46) 7S 17, 307, 111 {62 
Massachusetts 144 113 15. 773, 312 BOT 
Michigan 201 167 64, 905, VAT 523 
Minnesota : 268 8 19, 222, 765 560 
Mississippi 52 22 4, 594, 453 5a0 
Missouri 14 5 17, 913, 343 | 499 
Montana 42 2, 220, 995 650 
Nebraska 65 1 4, 468, 524 597 
Nevada 7 14 
New Hampshire__- 29 523 
New Jersey 316 135 29, 768 
New Mexico_. 24 1 2, Hal 
New York 485 491 103, 
North Carolina 53 30 6,5 563 
North Dakota 35 6 1,2 592 
Oklahoma 4 11, § 555 
Oregon 45 o4 12, 56s 
Pennsylvania 276 115 34, 570 
Rhode Island 4 45 1,6 556 
South Carolina 26 26 4,7 590 
South Dakota : 27 25 1,$ 645 
‘Tennessee _- 57 | 53 14, § 491 
Texas 261 3 | 62, 23 545 
Utah_ 40 21 10, 5: 592 
Vermont. 15 | 3 539 
Virginia. __- 85 | 41 12, 547, 543 
Washington | 114 20, 220, 584 
West Virginia 4, 616 
Wisconsin 169 | 36 9, 509 662 
Wyoming 22 765 
Alaska. : 6 
Hawaii | 4 37 792 
Puerto Rico 4 4 | 2, 57: 1,041 

NO cncstacmerecnsnss | 4, 928 | 2, 799 1, 495, 741 S48, 327,593 | 567 


| 


! Based on preliminary data. Jan. 29, 1952. FHA Division of Research and Statistics, Operations Statis- 
tics Section. 


24 NATIONAL HOUSING ACT AMENDMENT 


Mr. Deane. How many of these loans are made on property where 
there is a first mortgage / 

Mr. Frenvz. Perhaps, I can answer it in the sense that most of these 
loans are made on homes where there are existing liens. 

Mr. Deane. You do not have any record of that ¢ 

Mr. Frenvz. No, sir. 

Mr. Deane. Mr, Foley, as I analyzed the type of improvement loans, 
may Task, are you going into the slum areas with this program to any 
extent / 

Mr. Frenvz. The lending institutions in many of the cities are de- 
veloping that quite extensively, to the degree that credit permits— 
credit of the borrower. 

Mr. Forry. 1 think you will find, Congressman, that with respect 
to what you have in mind, it would be used more often in connection 
with what you might call a blighted area—an area tending toward 
slums—than in an actual slum. 

Mr. Deane. Well, to carry the thought a step further, as I note the 
type of improvements, the largest percentage covers insulation and 
I doubt if that is going into the slum or blighted area. Am I right? 

Mr. Frenrz. Much of that work is done in the areas where they 
have the older homes, which may be blighted in the accepted sense 
of the term. 

Mr. Deane. But you would generally state that these loans are 
made principally on Main Street and not across the railroad tracks, 
so to speak ¢ 

Mr. Frenrz. I would say when you get into the older type homes 
and the type of borrower getting those loans, it is very wat spread 
throughout the community. 

Mr. Deane. The average loan here seems to fall considerably under 
$1,000; is that true? 

Mr. Fotry. About $600. 

Mr. Deane. This type of loan would not be sufficient to do much 
rehabilitation of a house in a blighted area, It therefore appears to 
me that these loans are not going into the blighted areas; is that true? 

Mr. Forry. It would not be sufficient on the basis of a complete 
rehabilitation. A large part of these loans are for particular things 
and not for complete rehabilitation of an old house, because that would 
be more extensive than the average loan would support. 

Mr. Deane. I am speaking of tenant houses. The rents are such 
that the houses perhaps should be improved, but the income from the 
houses would not justify the owners to apply for these loans. Is that 
why we are not going into slum areas? 

Mr. Greene. There is probably a very large market there that has 
not been fully worked. The National Association of Real Estate 
Boards and the National Association of Home Owners both feel there 
should be programs to try to rehabilitate these slum areas. In the 
past we have not done a great deal of work in — rehabilitation 
of a slum property. That is probably due to the fact the owners try 
to _— as little money as possible on such property. We are trying 
to change that picture so that our slum areas can be rehabilitated. 
There is a tremendous amount of work to be done there, and it would 
result in a tremendous saving to the country if it can be done. 

Mr. Dranr. Is there a feeling that there is a need of increasing 
the maximum loan ? 
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Mr. Greener. Congressman, the amount, like the terms, has been 
under study for many years. On that basis, I think there might be 
good reason for increasing both the terms and the amount, particu- 
larly if we want to cover the rehabilitation of these slum areas. I 
think both the terms and the amount should be increased. 

Mr. Drane. If you go into these blighted areas, do you not think 
you will have to increase the amount ? 

Mr. Greene. Yes, I think you will, to do a complete rehabilitation 
job, both in blighted areas and in the older residential areas, 

Mr. Parman. Does the Chairman expect to vote on the bill today ¢ 
LThave an engagement. 

The Cratrmanx. No. The House will be in session tomorrow at 
12 o'clock, but 1 think if we get the testimony out of the way today 
we can meet tomorrow morning to vote. 

Mr. Grorce. Mr. Chairman. 

The CuarrMan. Mr. George. 

Mr. Grorce. Mr. Greene, I was interested in the amount of time it 
took the property owner to repay the loan. In the late thirties or 
forties, how many months did you say the average loan ran? 

Mr. Greene. Approximately 30 months. 

Mr. Grorce. And now they are running 35 months ? 

Mr. Greene. Yes. 

Mr. Grorcr. And there was some discussion about extending the 
length of time that was permissible for these loans to run. Do you 
think we should extend the time? 

Mr. Greene. I think an extension to 5 years would help the pro- 
gram and help the home owner and conserve the housing inventory. 

Mr. Georcr. It seems to me this program is a true, typical eross 
section of the American economy, and | am wondering in my own 
mind why it takes longer to repay a loan now, when we never had 
it so good, than it did back in the forties. 

Mr. Fotry. The average loan is larger now, as the statistics show, 

Mr. Grorcr. The labor cost and all is more. 

Mr. Greene. We must recognize that the borrowers also are obligat- 
ing themselves for other consumer credit. 

Mr. Srence. How is the discount paid? 

Mr. Greene. It is taken out of the net proceeds. 

Mr. Srence. All the interest is paid upon the execution of the 
loan 

Mr. Greene. That is right. 

Mr. Sprence. So if you increased the time to 5 years and I got a 
loan of $100, I would actually get $75: is that right ? 

Mr. Greenr. The borrower pays the discount immediately. 

Mr, Spence. And that increases the rate from 5 percent to a little 
over 9 percent. How many of the loans are secured ¢ 

Mr. Greene. You mean by mortgage / 

Mr. Spence. Any security. I just would like to know how many 
of them are secured. Most of them are evidenced only by the notes, 
are they not / 

Mr. Frentz. That is right, most of the loans are unsecured. But 
when you get into the larger loans, they are secured. The lender 
may take a second mortgage or have coendorsers on the note, or a first 
mortgage if one is available. 
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Mr. Srence. Have you ever made a survey of the number of homes 
covered by the act that need major repairs / 

Mr. Greene. Mr. Thornton, do you have information on that? 

Mr. Titornron. The Bureau of the Census includes that as one 
of the questions in the decennial housing census, and the 1950 census 
showed 5,000,000 dwelling units in the United States which needed 
substantial repairs or additional plumbing, in the opinion of the 
census enumerator, The opinion of the census enumerator is not 
necessarily perfect, but it gives an idea of the need. The 5,000,000 
would be about one-seventh of the total nonfarm dwelling units in the 
United States having need for substantial repairs or modernization. 

Mr. Spence. It seems to me one of the great advantages of this 
program is the salvage value. A home not kept in good repair de- 
teriorates very rapidly, and a home well cared for lasts indefinitely. 
There are homes in Georgetown more than 100 years old that are 
still in good condition because they have been kept in good repair. 
1 think making it possible for necessary repairs to be made is very 
desirable. 

The Cuaiman. Mr. Foley, in your statement you say you have as 
of November 1952, capital investment of the United States Govern- 
ment, and earned surplus, 318,128,091.96. If we ve- 
tired that capital, it would still leave earned surplus of something like 
$10,000,000, The suggestion has been made that we provide in this 
bill for the repayment of that capital to the Treasury. 

Mr. Fouey. I think it would leave $18,000,000, Mr. Congressman. 

The Cuarrman. Yes. The total would be 826,400,000, That would 
Jeave $15,000,000, Would you like to comment on that ? 

Mr. Foury. Yes, 1 would. I think in general the policy of making 
such repayments to the Treasury is a sound one. I think all that 
might be involved here is the question of timing and whether we 
should suddenly reduce the available funds to pay claims by that 
amount. We have given a great deal of thought to the idea, and I 
might make this sort of suggestion as an avenue of approach, that the 
item be established as a debt to be repaid, the timing and the rate of 
payment to be determined jointly by the Secretary of the Treasury and 
the Conunissioner of the Federal Housing Administration in the light 
of what might be the current need by way of claims upon the funds. 
I think fundamentally the policy is a good one. It would be only a 
matter of timing and the rate of payment, and probably with some 
provision for the payment of interest on it until it is paid. 

The Cuatrman. Are we to understand that this earned surplus is a 
net surplus after the payment of expenses of operating 

Mr. Forey. That is correct. The administrative expenses and the 
claims are taken out of the receipts. I think the $8,333.313.65 is an 
accumulation of appropriations made in the early stage of the opera- 
tions since 1939, before the insurance premiums had built reserves 
sufficient to pay all claims. Since that time both the claims and the 
operating expenses have been paid out of the premiums collected. 

Mr. Oakman. Mr. Chairman, we are increasing the potential lia- 
bility of the Government from 8125,000,000 to $175.000,000, If we 
did not redeem anything from the loans, the total liability of the Gov- 
ernment is presently $3125,000,000 
Mr. Poury. It is 10 percent of the reserve, 
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Mr. Oaxman,. In other words, $175,000,000 is 10 percent of $1,750, 
OOO 00, 

Mr. Fotey, It is something like a $220,000,000 highest potential risk. 

Mr. Oakman. Mr. Chairman, you would have an earned surplus, 
even if you repaid the Treasury, of $18,200,000, which is almost 10 per- 
cent of your total potential liability, which is twice the reserve that the 
Reserve banks have today, and they are making money. 

The CHatrman. Do you think, over a period of years, you could pay 
it ina lump sum / 

Mr. Foiry. I do not think it need involve a period of years. It 
could be a period of 2 or 3 years rather than a long, extended time. 
What Tam suggesting is that there not be a fixed date on which it 
must be done, but there should be a consensus between the Secretary 
of the Treasury and the Federal Housing Commissioner as to the 
timing and the rate. 

The Cuairman. Would there be anything wrong in suggesting re- 
tirement during 1954 ¢ 

Mr. Forry. I think what we are suggesting would probably result 
in that. 

The CuarrmMan. Any further questions / 

Mr. Mr. Chairman. 

The Mr. Mumma. 

Mr. Mumma. T understand from the statement made here that since 
last. September you were up to the full guaranteed amount. Do 
you have any figures that would show how many of those loans you 
have lost, that were taken by the banking institutions direct 4 In other 
words, would the condition where the Government guaranties are 
eaten up tend to result in the banks reaching out and taking them over, 
from their favorable experience / 

Mr. Frenvz. There have been some instances where lenders have 
done that. and other instances where they have stopped making loans 
entirely, 

Mr. Mumma. L asked three banks in my home town, very conserva- 
tive banks, and they like the plan. But I think the tendeney would be, 
if this were not available, for the banks to take them over. Of course 
they scan them very closely. 

Mr. Frenvz. I think vou are right. I think you would find if this 
plan were not available your city banks would go ahead at a higher 
discount rate and employ more careful handling because there was no 
insurance. while the smaller country banks—we have around 4,500 
lenders and 4,000 are the so-called country lenders—they might be 
reluctant to go the full 3-year term in larger amounts. 

Mr. Mumia. It would tend, though, to increase private enterprise, 
I would say, from my experience. 

By the way. I would be against very much extension of the time 
limit on this because, take a paint job, in some communities it would 
not last 5 years. _ 

Mr. Fouey. I think when it came to a question of determining time, 
if there were a longer time you would have to contemplate that disere- 
tion would be used in relation to the work to be done with the money. 

Mr. Mumma. All the trouble this has caused has been by enterpris- 
ing salesmen. _ 

Mr. Forry. Private enterprise. 


| 
| 
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The Cuatrman. Any further questions / 

Mr. Berrs. Mr. Chairman. 

The Cramman. Mr. Betts. 

Mr. Berrs. If the maturity were extended from 3 to 5 years, it would 
result in an increased demand for loans, would it not 

Mr. Foury. I would think that when and if you considered extend- 
ing the term, you would have to consider it on a relative basis; in other 
words, that the longer terms were made available for certain types of 
work and certain sizes of loans. rather than making the longer terms 
available for every loan. 

Mr. Murer. Would the rate of interest be higher for the longer 
term 

Mr. Greene. The discount would be the same, $5 per hundred per 
year. The total interest charge would be more because of the longer 
term. 

Mr. Muvrer. If my loan was for $100 for 3 years, you would give 
me $85. If it was for 5 years, you would give me $75 and get it back in 
60 payments, and Tam still paying 5 percent a vear for money | have 
not gotten and paying it on money T have already paid to the lending 
institution, 

Mr. Forry. The discount rate is the same. 

Mr. Muvrer. But the cost is more to the borrower. 

Mr. Forry. That is right. The extension of time would require 
‘areful study. 

Mr. Murer. [am sorry to have interrupted vou, Mr. Betts. 

Mr. Berrs. Would that mean later on you would have to ask for an 
increased authorization ¢ 

Mr. Frenvz. Yes. 

Mr. Berrs. Do you think that is a healthy thing ¢ 

Mr. Frentrz. That would follow, perhaps. 

Mr. Berrs. Did you say title I was originally intended to assist the 
unemployment situation / 

Mr. Greene. That is right. In 1934, when title I was first passed, 
I think they had largely in mind getting the building trades back into 
operation. We organized in those days better homes committees, and 
they would encourage people to improve their property by small re- 
pair jobs, and try to get the unemployed employed. 

Mr. Berrs. Now, then, would you say that originally it was intended 
to be of a temporary nature ¢ 

Mr. Greene. I think probably the Congress had that in mind, be- 
‘ause it had a limitation under the original act. It has been extended 
several times. 

Mr. Berrs. In effect it has become permanent. 

Mr. Greene. It still has a limitation. The expiration date is July 
1, 1955. 

Mr. Berrs. If you are going to come in and ask for increased au- 
thorizations all the time, then it becomes more and more of a per- 
manent nature rather than a temporary proposition, as it was intended 
to be. 

Mr. Greene. It has become more and more of a permanent nature, 
and I would personally strongly recommend that it be a permanent 
program. 
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Mr. Berrs. Of course that was another question. IT was interested 
to know if the original intention was not that it be temporary, and if 
it had not become permanent. 

Mr. Fotry. It was given originally a short life, which has been 
extended from time to time. It had a dual purpose originally, prop- 
erty improvement and improvement of employment. 

Mr. Hirstanp. Mr. Chairman. 

The Cuarrman. Mr. Hiestand. 

Mr. Hirsranp. No doubt you gentlemen have been giving thought 
to this matter of rehabilitation in connection with slum clearance. 
If we were to enlarge the limit, how large would you recommend that 
that be for rehabilitation / 

Mr. Greene. | think we probably would have to make some study 
on that. I would say the limit of the dollar amount should not be 
increased materially. One or two thousand dollars additional, 
perhaps. 

Mr. Htestanp, $5,000 would be enough for rehabilitation 

Mr. Greene. I think so. When you get into the larger amounts—we 
are talking about single-family homes—it is more likely the lending 
institutions would like to take mortgages on the property and com- 
pletely refinance the homes. Larger amounts and longer terms would 
probably result in secured loans. We have available for such a pro- 
gram now, under title II, all the facilities necessary for refinance- 
ing and rehabilitation of the larger size operations. 

Mr. Hirsranp. And your recommendation under title I would 
be not to exceed 85,000? 

Mr. Greene. I would say at the present time that I should think 
that would be about the limit. 

Mr. Hiestanp. And in that event I gather not to exceed 5 years / 

Mr. Greene. Yes. 

Mr. Hirstanp. Is it your opinion there is a very large field in this 
regard 

Mr. Greene. I think there is a tremendously large field, Congress- 
man, and that it is extremely important to the economy of the country. 
Rehabilitation of current inventory will help to keep the building 
trades employed. 

I think, viewed from the economy of the country, it is a very 
essential program, whether done by title LT or any other means. I 
think the rehabilitation of American homes must be done by some 
means. This is the best one I know of. 

Mr. Hiestanp. Is that field large enough that in the event this bill 
should be amended to include that field, should it have a bearing 
on the amount of increase, to cover rehabilitation, and if so, how much ¢ 

Mr. Greener. The total authorization / 

Mr. Hrestanp. Yes. 

Mr. Greene. It is difficult to say. I would assume if we take on 
much of the additional work you refer to, some slight increase might 
be necessary, but not immediately. 

The CuHairmMan. Does the record show how much backlog of applica- 
tions you have? 

Mr. Greene. $199 million. 

The CuarrMan. How many of those would you service under your 
present authorization 
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Mr. They cannot presently be serviced except as the 
fund revolves. 

Mr. Wipnati. Would that be an inflationary program ? 

Mr. Greene. I think it would be the reverse. I can see nothing 
inflationary about rehabilitating a home. 

Mr. Wipnatn. You are doing it under a 3-year program, are you 
not ¢ 

Mr. Greene. No. We are doing currently specific jobs—a reroofing 
job here, a siding job there, and so on. 

Mr. Brown. I want to get this clear in my own mind, Suppose I 
get $1,000 from you for 3 years at 5 percent. You take out of my loan 
S150. That leaves me 8850, Suppose I get it for 5 vears at 5 percent. 
You take out of my loan $250, and I only get 750, Is that correct ? 

Mr. Foury. I did not follow that. 

Mr. Frenrz. That is approximately correct. 

Mr. Brown. the record. 

( Discussion off the record. ) 

Mr. Forry. I think the point I made earlier might be borne in mind 
by the committee, the question of whether a title I operation as it 
presently stands will best lend itself to the type of operation we are 
talking about by extension of time or extension of maximum amount. 
I think it requires a great deal of study. 

The purpose of the present resolution, as [ understand it, is to take 
care of the immediate need rather than future possibility. I think the 
ageney would like to make studies of what further qualifications might 
have to be put in, in the event you increase the term and so on. 

Mr. Freniz. I have some figures here, following your thought, Mr. 
Brown. 

If you want to borrow $1,000 for 3 years, you want 31.000. That is 
the cost of your job. You would sign a note for $1,149.80, payable 
831.94 a month. 

If you want to borrow $1,000 for 5 years for that job, your note 
would be for $1,246.96, payable $20.79 a month, 

The Craiman. I understand what is bothering the Administra- 
tion is increasing consumer credit. 

Mr. McVey. Mr. Chairman. 

The Cuarrman. Mr. McVey. 

Mr. McVey. I should like to ask, what is the average amount of 
money required annually to finance the loans? T understand you have 
a backlog of $199 million at the present time. Tow much authoriza- 
tion would be required, on an average, to cover the loans for 1 year? 

Mr. Frenrz. Last year they reported to us nearly $1 billion in 
loans. 

Mr. McVey. I mean, how much is required in additional authoriza- 
tion to finance your responsibilities for 1 year? 

Mr. Frenrz. Is the question one of what increase in liability may be 
created 

Mr. McVey. You have asked for $500 million, and I am trying te 
get at whether that full amount is required. 
~ Mr. Foiry. I think you are referring to authorization rather than 
funds. 

The Cuairman. Your average yearly operation would not be $500 
million ¢ 
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Mr. Frenrz. No. 

The CHairman. This $500 million increase is what vou might need 
for the life of title 17 

Mr. Frenvrz. That is right. 

The CiraiMan. Is that what you are trying to find out, Mr. MeVey, 
what would be the funds necessary on the basis of past experience 

Mr. McVey. For 1 year. 

Mr. THornron. The $500 million is enough to carry us through 
June 1954 with only a reasonable operating margin. S400 million 
would be the absolute minimum to carry us through the middle of 
1954, and if our estimates are at all conservative we need more than 
S400 million. 

Mr. Muurer. This amount, as it will be increased, of $1,.750.000,000, 
will not be appropriated. It is the aggregate amount they may insure, 
and actually there is no appropriation until there is a deficit. While 
we carry it on the books as a Government debt, actually it is a contin- 
gent liability. Is not that the answer? 

Mr. McVey. I understand you will give us a profit-and-loss state- 
iment of the program, Mr. Foley, and that you will include in that 
statement the cost of administration. IT wonder if that could be broken 
clown as to the cost of personnel, salaries of personnel, and so forth 

Mr. Foury. Yes, Congressman. 

Mr. McVey. That is all. 

Mr. Hirstanp. Mr. Chairman, 

The Ciaimman. Mr. Hiestand, 

Mr. Thiesranp. Twas going to ask if he could leave that chart. 

Mr. Frenvz. I will be be happy to. 

The Ciaran, Is ita very long chart 

Mr. Frenrz. Not very long. 

(The chart is as follows: ) 


GROSS CHARGE AND DISCOUNT TABLES, BASED ON A DiscouNT oF $5 ON A 1-YEAR 
Nove PAYABLE IN EQUAL MONTHLY INSTALLMENTS; Tiree I, NATIONAL HOUSING 
ACT, AS AMENDED 


Federal Housing Administration, Washington 25, D.C. 


PREPARED BY THE FEDERAL HOUSING ADMINISTRATION FOR USE IN CONNECTION WITH 
PROPERTY IMPROVEMENT LOANS UNDER TITLE | OF THE NATIONAL HOUSING ACT, AS 
| AMENDED 


Operation of the Gross Charge Table 

To obtain the amount of the note and the monthly payments for an amount to 
he financed net shown in the table, such as $450 for 12 months, add the table 
amounts for $400 to the table amounts for $50, thus : 


Table for 12 months 


\mount to Amount of Monthly 
be financed note payment 
$400 $421.05 $35. 09 
52. 63 4.39 


473. 68 39. 48 


450 
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If the amount to be financed is 
as follows: 
Table for 36 months 


2458 for 36 months, make the calculations. 


Amount to | Amount of Monthly 
be financed | note payment 
$2, 000 $2, 299. 59 $43. 88 
400 459. 92 12. 78 
50 57.49 1. 60 
s 9. 20 . 26 
2, 45s 2, 826. 20 78, 52 


Operation of the Discount Table 
To obtain the amount of proceeds and the monthly payment for a face amount 


not shown in the table, such as a loan for 12 months for $548, add the table 
amounts for $500 to the table amounts for $40 and $3, thus: 


Table for 12 months 


Monthly 
payment 


Face amount | Net proceeds | 
of note 


$500 | $475.00 | $41.67 
40 38. 00 | 3. 34 

3 2.85 2 
543 515. 85 | 45, 26 


If a note for $2,458 is to be paid in 36 months, make the calculations as follows 


Table for 36 months 


Monthly 
payment 


Face amount Net proceeds 
of note 


$2, 000 $1, 739. 44 $55. 56 
400 ; 347.89 11,12 
50 43.49 1.39 
6.96 23 
2, 458 2, 137. 78 68. 30 
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$5 gross charge table 


When |. | 
amount | 12 months 18 months 24 months | 30 months | 36 months 

nance Amount Monthly Amount Monthly!Amount Monthly Amount Monthly Amount Monthly 


is— of note payment, of note payment) of note payment of note payment of note payment 

$1.05 | $0.09 | $1.08) $0.06 | $0.05 | $1.1: $0.04 $1.15 $0. 04 
$2 2.11 | 2.15 .12 2.30 07 
$3 3.16 .27 3. 23 18 | 3.45 10 
eM 4.21 36 4.31 24 4. 60 13 
S5 | 5. 26 44 5. 38 30 5. 75 lt 
ba | 6. 32 53 6. 46 36 6.90 20 
7 7. 37 62 7. 54 42 8.05 23 
8.42 | 71 8.62 | 48 9. 20 2H 

$Y 9. 47 | 9. 69 54 10. 35 
$10 10.53 | 88 10.77 60 11.50 32 
$20 21.05 | 1.76 | 21.54 1. 20 23. 00 
$30 31. 58 2. 64 32. 31 1.80 1. 33 34.40 OF 
$40 42.11 3. 51 43.08 2. 40 1. 5.99 1, 28 
$50_. 52. 63 4.39 | 53.85 3.00 2% 7. 49 1.60 
$60 63.16 5.27 64, 62 3. 59 | | 68. 99 1.92 
$70_- 73. 68 6.14 75. 38 4.19 | } 3. 2% 80. 49 2.24 
$80 84.21 7.02 | 86.15 4.79 3.6 91. 98 2. 56 
$90 94.74 7.90 96, 92 5. 39 4.1: 103. 48 2.88 
$100 105. 26 8.78 | 107. 69 5.99 4.5 114.98 3. 20 
$200 | 210. 53 17. 55 215. 38 11.97 9. 224. 96 6.39 
$300 315. 79 26. 32 323.08 | 17.95 3. 344.94 9. 59 
$400 421.05 35.09 430. 77 23. 94 m4 459. 92 12. 78 
$500 126. 32 43. 86 538. 46 29. 92 22. ¢ 574. WO) 15. 97 
$600 631. 58 52.64, 646.15 35. 90 6890. SS 19.17 
$700 | 736.84! 61.41 753, 85 41.89 S804. 86 22. 36 
842.11 | 70.18 | 861.54 47.87 919. S4 25. 56 
$900 947. 37 | 78. 95 969.23 | 53.85 1, 034, 82 28.75 
$1,000 1, 052. 63 87.72 1,076.92 59.83 1, ‘ 1, 149.80 | 31.04 
$2,000 2,105.26 175, 44 | 2, 153. 84 119.66 2, 91. 75. 04 2, 299. 59 63. SS 
$2,500 2, 631.58 | 219.30 |2, 692. 31 149. 58 |2, 753.04 | 114.7 93.80 2, 874. 50 79.85 


eee installment payments have been set at the next full cent nearest the fractional 
results. 

An adjustment should be made in the final payment to have the total payments equal the 
face amount of the note. 


$5 discount table —For use of insured institutions which deduct discount from the 


face amount of the note. This shows the proceeds of the note (face amount less 
discount) and the amount of the monthly installments 


Face 12 months 18 months 24 months | 30 months 36 months 
Net Monthly Net Monthly Net |Monthly’ Net |Monthly| Net |Monthly 
or note proceeds payment proceeds payment proceeds|payment proceeds payment! proceeds|payment 

$1... $0. 95 $0. 09 $0. 06 $0. 91 $0.05 $0.04 $0. 87 $0. 03 
1.90 12 | 1.82 .07 1.74 06 
$3........| 285] 272 .10 2. 61 09 
3.80) 3.63 | 3.48 12 
4.75 28 4.5 } 17 4.35 
5. 50 . 34 | 5.45 } 2 5. 22 17 
37 6.65 . 59 | 6. 36 24 | 6.09 20 
7. 60 | 67 | .45| 7.26 27 | 6.96 
50| 817 30 7.83 25 
310 9.50 st 36 | 03 34] 870 28 
$20 19. 00 1. 67 112} 18.16 : -67 | 17.39 56 
$30 28. 50 2. 50 1. 67 27. 24 1.00 | 26.09 
$40 38. 00 3. 34 2. 2 36, 32 1. 1. 34 34.79 1.12 
$50 47. 50 4.17 2.78 | 45.40 2 1.67| 43.49 1. 39 
$80____ 76. 00 6. 67 4.45 | 72.65 3.: 2.67 | 69.58 2. 28 
85. 50 7. 50 5. 00 81.73 & 3.00 | 78.27 2.50 
95.00 8.34 | 5.56 | 90.81 3.34 | 86.97 2. 78 
$200. 190.00, 16.67 | 11.12) 181.62] 8: 6.67| 173.94] 5.56 
$200...... | 285. 00 25. 00 16.67 | 272.43 2! 10.00 | 260.92 | 8. 34 
$400. 380.00 33. 34 22.23 363. 24 16. 13.34 | 347.89 | 11.12 
$500 475. 00 41. 67 : HA. 20. 16, 67 | 434. 86 | 13. 89 
$600 --| 570.00 50. 00 25. 20.00 | 521.83 | 16. 67 
ae 665. 00 58. 34 29. | 23.34 | 608.80 | 19.45 
760. 00 66. 67 26.67 | 695.77 22. 23 
855.00 | 75.00 | 37 30.00 | 782.75 25.00 
950.00) 83.34 | 41 33.34 | 869.72 27. 78 
$2,000... 1,900.00 166.67 (1,857. 14 83. ( 66.67 1,739. 44 55. 56 
$2,500... _ 375. 00 208. 34 2, 321.43 104. 17 |2, 221. 3 83. 34 2,174. 30 60.45 


Monthly installment payments have been set at the next full cent nearest the fractional 


results. 
An adjustment should be made in the final payment to have the total payments equal the 


face amount of the note. 
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Mr. Muvrer. May I suggest we add to the record the two graphs 
Mr. Foley has presented to us? I think it would be helpful if they 
were made a part of our record here. ; ; 

The Cuamman. What is the rule about putting graphs in the 
record ? 

Mr. Hatnanan. If they are black and white it is all right. 

Mr. Fotry. The agency will not insist on color. 

Mr. Muvrer. Mr. Chairman. 

The Cuairman. Mr. Multer. 

Mr. Muvrer. Mr. Foley, can you venture an opinion as to why the 
private insurance companies have not grasped the opportunity of 
extending their credit-risk insurance to this type of insurance 

Mr. Fotry. No, sir. 

Mr. Meurer. Did any representative of yours attend the fifth 
annual conference in New York State of the Committee on Diserimi- 
nation in Housing, held in Albany on February 104 

Mr. Fotry. I do not recall with respect to that particular meeting. 
We have attended meetings of theirs. I think likely not, unless some- 
body from Washington headquarters attended. 

Mr. Muurer. I would like to make a part of our record the news- 
paper report of that conference, as it appeared in the New York 
Times of February 11, 1953. 

The Cuairman. How long is it ¢ 

Mr. Muurer. Just part of a column. It indicates that the minori- 
ties are victims of bias in rehabilitation of housing and new housing 
in the New York area. 

The CHairman. We might have trouble by way of an amendment 
being offered on the floor if that is made a part of the record. We 
would like to avoid that. 

Mr. Oaxman. I do not see how that has anything to do with this 
resolution, 

Mr. Muvrer. [think it has a bearing. We like to believe this pro- 
gram is for the benefit of all of our people, and we in New York State 
have been kidding ourselves that these Federal loans have been 
helping the situation, while in New York State it has made it worse. 

The Cnamman. Might we assume that in the administration of the 
law on the Federal level there is no race discrimination? Do you 
want to chance the amendment you might expect if your article were 
inserted? Might it not inspire a racial amendment? We would 
like to avoid that. 

Mr. Fotry. May I make a comment ? 

Mr. Muvrer. I will take our chairman’s suggestion on the subject 
and withdraw the offer at this point. I did think this was the proper 
time to eall it to your attention, because 1 think what is happening 
in my State is happening in other States, and we should not close our 
eves to it. 

Mr. O'Hara. Mr. Chairman. 
The Cuamman. Mr. O'Hara. 
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(The graphs are as follows:) 


TYPES OF IMPROVEMENTS FINANCED 
BY FHA-INSURED PROPERTY IMPROVEMENT LOANS 
__TITLE I, SECTION 2, 1952 


YPE OF IMPROVEMENT 
NUMBER OF LOANS AGGREGATE NET PROCEEDS OF LOANS 


TYPES OF PROPERTY FINANCED 
BY FHA- INSURED PROPERTY IMPROVEMENT LOANS 
TITLE I, SECTION 2, 1952" 


TYPE OF PROPERTY 


NUMBER OF LOANS i AGGREGATE NET PROCEEDS OF LOANS | 


SINGLE FAMILY 
RESIDENTIAL 


MULTI-FAMILY 


ON PRELIMINARY DATA 


{ 
$ of 
35 
| 
EXT FINISH 
200 8 ALTER 
| 
PLUMBING 
new 
| NON-RESOENTIO 
16.6 % | OS % 
RESIDENTIAL 
| HOMES | 
ANO BULLDOGS 
AEE 
COMMERCIAL 
AND INDUSTRIAL. | 
| 
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Mr. O'Hara. The people in the area represented by Mr. MeVey and 
myself are interested in the subject matter of this resolution. I think 
the increase in the loan insurance authorization will serve a useful 
purpose. We do have a continuing housing shortage and the recondi- 
tioning and conversion of existing residential structures help out. 
But I do want to put in the record that I think this kind of small loan 
financing takes an unfair advantage of the borrower. The bank is 
guaranteed against loss. As it has been working out the guarantee 
that the bank enjoys is a full 100 percent coverage. Yet the borrower 
pays an interest that is out of reason. It compares most unfavorably 
with the interest paid in certain CCC loans on which the banks make 
a satisfactory profit. What we provide in title I is that the borrower 
sign a note, say for $1,000, but c is given only $850. One hundred 
fifty dollars is taken from him at the very start, but he continues pay- 
ing interest on the full $1,000, I will probably vote for this resolu- 
tion in the form that it is finally drafted in the intelligence and 
experience of the committee, but I shall do so reluctantly because of 
the phase I have mentioned. We are not protecting the American 
home when to induce the banker to venture his money we provide him 
with full protection against loss and then soak the small home owner 
with an exorbitant interest rate that later may plague him. 

The Cuarmman. Any further questions? 

(No response. ) 

The CHatrman, Thank you very much. 

Mr. Fotry. Thank you, Mr. Chairman and members of the com- 
mittee. 

The Cuarrman. We have been very, very glad to have you. You 
have done a very splendid job all through the years. We are sorry 
you have submitted your resignation, and sorrier, perhaps, that you 
are not a Republican. 

Mr. Srence. I would like to second the sentiments expressed by 
the chairman. Both sides of this committee have great confidence 
in your knowledge and sincerity. You have done a wonderful job. 

Mr. Mutrer. Since this committee has always been nonpartisan, 
can we not write an amendment into the law and continue the agency 
on a nonpartisan basis ? 

Mr. Fotey. Mr. Chairman and members of the committee, I do 
appreciate very deeply what you have said. It do appreciate, per- 
haps more than you have understood over the years, the very fine 
treatment I and everyone have been accorded from both sides of the 
aisle in our many appearances before this committee, and I have the 
feeling that the public interest has been well advanced in that time. 
The housing program—which I think has been a bipartisan program ; 
it certainly has had bipartisan opposition as well as bipartisan sup- 
port—has done a great deal for the people of this country, and will 
do a great deal. I think, as a matter of fact, we have done too much 
to ignore what still has to be done. 

It is true I have submitted my resignation to the President some 


time ago. I wish I could say off the record. 
The Criatrman, Off the record. 
(Discussion off the record.) 
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Mr. Foey. I have tried to establish in the whole farflung opera- 
tion, so far as it was my responsibility, a pattern of probity, and I 
think we have been reasonably successful. 

I thank you, and I hope before I leave the Government and after- 
ward I will have other occasions to meet with this committee. 

The Cnamman. I might say, Mr. Foley, I think it is the senti- 
ment of the committee that if there were more bureaucrats like you 
there would be less criticism in Congress of bureaucrats. 

Mr. Fotry. Thank you very much. 

The Cnamman. There are industry representatives present, and 
I would like to know if you would like to be heard ? 

Answer From Auprence. Not at this time. 

The Cuatrman, Are there any other representatives from industry 
who would like to be heard ¢ 

(No response.) 

The Cuairman. Then without objection the hearing will be closed 
and we will meet in executive session tomorrow morning at 10:30, 

(Thereupon, at 12:25 p. m., the hearing was adjourned.) 


| 


ADDITIONAL DATA SUBMITTED FOR THE 
INFORMATION OF THE COMMITTEE 


(The following communication was received for incorporation in 
the record of the hearings :) 


NATIONAL ASSOCIATION OF TIOME BUILDERS OF THE UNITED STATES, 
Washington 6, D. C., February 13, 1958, 
lion. Jesse P. WoLcort, 
Chairman, Banking and Currency Committee, 
Hiouse of Representatives, Washington, DOC. 

Dean Mr. Wotcorr: On behalf of the National Association of Home Builders, I 
wish to present the views of the home building industry on House Joint Resolu- 
tion 160, which would amend section 2 (a) of the National Housing Act to 
increase the insurance authorization therein to $1,750,000,000, exclusive of finane- 
ing charges. We heartily support this proposal. 

As you know, this association is the trade organization of the private home 
building industry, with a membership of over 26,000—grouped in 205 affiliated 
State and local associations. This industry has become one of the basie factors 
in the Nation’s economy, as evidenced by the fact that last year private resi- 
dential building accounted for approximately one-half ($11,101,000.000) of total 
private construction expenditures (S21,785,000,000). exeeeded the total 
expenditures for all public construction in 152 (810.544.000.000). These figures 
were issued jointly by the Departments of Labor and Commerce. 

We believe that this proposed legislation is necessary both for the continued 
support which it will give to sound maintenance of our housing inventory of 
some 49,000,000 urban and farm homes and for relief of the present backlog in 
FILA caused by the expiration last September of its title T authorization,  Pro- 
Vision of additional insurance authorization, of course, involves no budgetary 
outlay and should, therefore, not conflict with announced administration policies. 

This proposed legislation is an important step toward the preservation and 
rehabilitation of the Nation’s housing. This association envisions a program 
which will achieve an annual rehabilitation of at least 750,000 structurally sound 
but deteriorated dwellings. In no other way can we feasibly bring decent, 
livable, privately owned housing to people of all classes in this country. Indeed, 
the time is almost upon us when this must be done in our great American cities 
if we are to escape the progressive decay which has ravaged the housing in many 
other countries. 

May I respectfully request that this statement be considered by you and your 
committee and made a part of the record in the consideration of this joint 
resolution. 

Sincerely, 
E. M. Spircer, President. 

(The following statement was received with respect to the effect 
of the premium charge on the lender's earning rate on FHA title I 
loans :) 
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FEBRUARY 20, 1953, 


EFFECT OF THE PREMIUM CHARGE ON THE INSTITUTION'S EARNING RATE FoR TITLE I 
BUSINESS 


In accordance with accepted practice in the small-loan industry, the FHA has 
used in the past as a gage of the interest rate charged to the borrower the ratio 
of the total charges he pays during the year to the average amount of net balance 


he owes during that vear. 


Based on the 5-percent discount this rate is equal to 0.097166 for a loan of 12 


months. 


Although this is a fair measure of the cost to the borrower, it does not 


represent a measure of the interest income of the lender because the lender must 
pay the FHA premium out of his income from the loan. 


It is rather diflicult 


to devise a comparable ratio that 


would 


represent a 


measure of the lender's income because of the fact that the lender advanced the 
premium initially and thus there is some confusion as to what would be con- 
sidered the net amount outstanding from his point of view, 

A measure that can be used to gage both the expenses to the borrower and the 
income to the lender is, of course, the concept known as the effective rate of 


interest. 


This is a more complicated index and is net nearly so familiar to the 
trade as the ratio of charge explained above in the amount of 0.097166, 
case of a 12-month loan the effective rate paid by the borrower is 


In the 


percent 


and the corresponding rate earned by the lender after he has paid the premium 


is S.17 percent. 


The difference between these two figures of 1.41 percent is almost 
twice the amount of the insurance premium of O.75 percent. 


This same increase, 
of course, is caused by the reduction in outstanding balance throughout the year 
which rendered the original discount rate of 5 percent into an actual effective 
net cost to the borrower of #.5S percent, 


C.J. Woopiry, Actuary, 


Schedule of payments on gross Joan of $1,000 computed at single 
interest rate of 0.091766 percent on outstanding principal for 1, 2.3, 
4, and 5 years for comparison with 5-percent-discount loans for similar 


amount and maturity. 


TITLe 


12-month loan: Gross amount of loan, $1,000; discount, S40; 


Monthly payment number 


hor) ower, 


Pav 


S950 


ntt 


00 


AMORTIZATION SCHEDULI 


st 


990. 00 


net loan 


Total 
monthh 


Payment 


26 


1, 000. 00 


received by 


Balance of 
net funds 
ito 


borrower 


advance 


2050. 00 
874, 24 


Note.—The above distribution of interest and principal payments is based upon a system of annual 
finance charces under which the ratio of total interest charges to average outstanding net principal shall be 


equal to 0.097166. 


39 
—= 
1 $7. 5S $75. 76 34 | | 
2 4s 76. 36 1. 34 TOT. 8S 
3 6.36 7H. T2040 
5. 7H 77. 3. 34 643. 32 
5 5.14 7s. 20 +34 12 
f 4.51 75. 85 3. 34 20 
| 7 79. 46 34 106, 83 
| 74 SO. 10 34 226. 73 
9 2. 61 80. 73 34 246,00 
10 1. S138 +34 62 
ll 1.32 82. 02 34 
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24-month loan: Gross amount of loan, $1,000; discount, $91.91; net amount to 
borrower, $908.09 


Balance of 
net funds 
advanced to 
borrower 


| | Tots 
Payment to Payment to | Pe 


| interest principal | 


Monthly payment number 
payment 


| | $908. 09 
6.59 | 41. 67 
| 6.32 41, 67 
5 6.04 41. 67 | 
5. 76 | } 41. 67 | 
8.. 5.19 41. 67 
4.03 41. 67 | 
Ke 3.44 | 41. 67 | 
16_- E 2.84 | | 41. 67 | 
2 2 41.67 | 
1.60 | | 41. 67 | 
1.29 41. 67 | 
22 97 | | 41. 67 | 
23 65 41, 67 


Note.—The above distribution of interest and principal payments is based upon a system of annual 
finance charges under which the ratio of total interest charges to average outstanding net principal shall be 
equal to 0.097166, 
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36-month loan: Gross amount of loan, $1,000; discount $130.28; net loan received 
by borrower, $869.72 


Total Balance of 


| Payment to | Payment to | | net funds 
Monthly payment number interest principal eran advanced to 
| borrower 
| $869. 72 
$6. 74 S48. 68 
6. 58 | 827.48 
6.41 | 806. 11 
6.24 | 784. 57 
6.08 | 762. 87 
5. 91 741.00 
5.74 718. 96 
5. 57 606. 75 
5. 40 674.37 
5. 22 | 651. 81 
5.085 | 629. 08 
4.88 606. 18 
4.70 | 583. 10 
4. 52 | 559. 84 
4.34, 536. 40 
4.16 | 512. 78 
3.97 488. 97 
| 3.79 | 464.98 
3. 60 | 440. 80 
3. 42 | 416, 44 
3. 23 391. 89 
~ 3.04 367.15 
2.85 $42. 22 
| 2.65 | 317.09 
| 2. 46 | 291.77 
2. 26 266. 25 
Diaebacagesusdetucertae | 2.06 | 240. 13 
1.86 | 214. 61 
1. 66 188. 49 
1. 46 162. 17 
31. 1. 26 135, 65 
32. 1.05 | 108. 92 
: 64 | 54. S4 
| | 27. 49 27.70 |-- 
[| 
| 
Total | 130. 28 869. 72 1,000.00 | _- 
| 


Note.—The above distribution of interest and principal payments is based upon a system of annual 
finance charges under which the ratio of total interest charges to average outstanding net principal shall be 
equal to 0.097166, 


42 NATIONAL HOUSING ACT AMENDMENT | 


48-month loan: Gross amount of loan, §1,000, discount, $165.54; net loan received 
by borrower, $834.46 | 


Total Balance of 

Monthly payment number Payment to | Payment to monthby net funds 
interest principal payment advanced to 

borrower 


FAD 


Total 165. 54 S34. 16 1,000,000. : 


4 
$834. 46 
$6. 3S $14.46 $20. S4 00 
- 6. 27 14. 57 20.84 805. 43 
6.16 14. 68 20. 84 790. 75 
6.04 14. 80 20.84 775. 95 
5.93 14.91 20. 84 761.04 
5.82 14. 02 20.84 746, 02 
5.70 15.14 20.84 730. 
5. 59 15. 25 20. 715. 63 
5.47 15. 37 20. 700, 26 
10 5.35 15. 49 20.84 684.77 
§. 23 15.61 20.84 669. 16 
12 §. 12 15. 72 20.84 658. 54 
13 5.00 15. 84 20.84 637. 60 
4.87 15. 97 20. 84 21.63 
4.75 16. 08 20.84 O05, 54 
16 4.63 16. 21 20.84 589. 33 
17 4.51 16. 33 20.54 573.) 
1s 4.35 16. 46 20. 84 550, 54 
19 4.25 16. 59 20.84 539. 95 
20 a 4.13 16. 71 20.84 523. 24 
21 $00 16.84 2084 56. 40 
22 3. 87 16. 97 20.84 489. 43 
: 3.74 17.10 20. 84 472. 33 
at 3. 61 17. 23 20.84 455.10 
25 3.48 17.35 20.81 {37.74 
26 3.35 17.49 420, 25 
27 3. 21 17.68 20.84 41)2. 62 
28 3.08 17. 76 20.84 354.86 
29 2.94 17.99 20.84 366. 96 
3) 2.81 18.08 20.84 358, 93 
31 2. 67 18. 17 20.84 330. 76 : 
32 2. 53 18. 31 20.84 312. 45 | 
33 2.39 IS. 45 20.84 294. 00 
2, 25 18. 59 20, 275. 41 
35 2.10 IS. 7h 20.84 256. 67 
36 1.96 IS. SS 20.84 237. 79 
37 1.82 19, 02 20.84 218. 77 
38 1. 67 19.17 20.84 199. 60 
1. 43 19. 31 20, 84 18), 20 
40 1.38 19.46 20.84 160. 83 
41 1.23 14. 61 20. 84 | 141. 22 
42 1.08 10, 76 20.84 121. 46 
43 19.91 20.84 101, 55 
.78 20,06 20.84 S149 
45 . 62 20. 22 20.84 61. 27 i 
46 47 20. 37 20.84 40. 90 
47 .3l 20. 53 20, 84 | 20. 37 
4s 20. 37 20, 52 


NATIONAL HOUSING ACT AMENDMENT 43 


60-month loan; Gross amount of loan, $1,000; discount, $198.05; net loan received by 
borrower, $801.95 
Total Balance of 
Monthly payment number Paymentto  Paymentto onthty net funds 
interest principal advanced to 
payment 
1 $6.04 $10. 63 $16. 67 
2 5. 96 10.71 16. 67 
3 10.79 16. 67 
4 5,80 10. 87 16. 67 
5 5.72 10. 95 16. 67 
6 5. 64 11.03 16. 67 
5. 56 1.11 16. 67 
8 5. 48 11.19 16. 67 
9 5.40 11.27 16. 67 
10 5, 32 11. 35 16. 67 
11 5, 23 11. 44 16, 67 
12 5.14 11.53 16.67 
13 5.05 11. 62 16, 67 
4.97 11. 70 16, 67 
15 4.58 11.79 16. 67 
16 4. 79 11. 8S 16. 67 
17 4.70 11.97 16. 67 
18 4.61 12. 06 16. 67 
19 4. 52 12.15 16. 67 
20 4. 43 12. 24 16. 67 
21 4. 33 12.34 16. 67 
22 4. 24 12. 43 16, 67 
23 114 12. 53 16.67 
24 4.05 12. 62 16. 67 
25 3. 95 12. 72 16.67 
26 3. 86 12. 81 16. 67 
27 3.76 12.91 16. 67 
28 = 3. 66 13. 01 16. 67 
29 3. 57 13. 1b 16. 67 
30 3.47 13. 20 16. 67 
3l 3.37 13. 30 16. 67 
32 3.27 13. 40 16. 67 
33 3.17 13. 50 16. 67 
34 4. 06 13.61 16. 67 
35 2. 96 13. 71 16. 67 
36 2.86 1S.81 16. 67 
37 2. 75 13. 92 16. 67 
3s 2.65 14.02 16. 67 
2. 54 14.13 16. 67 
40 2. 44 14.23 16.67 
41 2.32 14.35 16. 67 
42 2. 21 14. 46 16. 67 
43 2.10 14. 57 16. 67 
1.99 14.68 16. 67 
45 1.88 14.79 16. A7 
46 1.77 14 90 16.67 
47 1. 66 15.01 16. 67 
4s 1.4 15.13 16.67 
49 1.438 15. 24 16. 67 
50 1.31 15. 36 16. 67 
dl 1. 20 15. 47 16. 67 
52 1.08 15. 59 16.67 
53 U6 15.71 16. 67 
M4 15.83 16. 67 
55 72 15. 95 16. 67 
56, 61 16.06 16.67 
57 49 16. 18 16. 67 
aS 36 16. 31 16. 67 
59 .24 16.43 16. 67 
60 ? 12 16.35 16.47 
108. 05 SOL. 95 1, 000. 00 


